September, 1938 




















ye UNIV. LIBRARY? 
DURHAM, Wy C 


‘The 
Controller 


PUBLISHED BY 


CONTROLLERS INSTITUTE OF 
AMERICA 


SEP 15 1994 














IN THIS ISSUE 


Training for Controllership, Problem for Leaders 
in This Field 


By WyMaAN P. FisKE 


Accounting Practices To Effect Good Management 


Must Come First 
By Roy B. TULPIN 


Can Administration of U nemployment Insurance 


Be Simplified? 


New Proxy Rules May Impede and Delay 


Ordinary Business Routines 

















Uolume VI Price, 50 Cents 

















HOW TO CHOOSE 
A TYPEWRITER 


o% 
a 


THE DESK TEST 


WILL SHOW YOU... RIGHT IN YOUR OWN OFFICE 


Without interruption to your daily routine—this 
famous test will demonstrate why thousands of of- 
fices are changing to Easy-Writing Royals. It will 
prove, in terms of your own business, the true worth 
of each and every Royal improvement. 

It will also provide convincing reasons why op- 
erators everywhere consider the Easy-Writing 
Royal so much easier to use . . . . why they pro- 
duce better typing faster, at lower cost, when they 
have Royals. 

Request your secretary to obtain the facts about 
THE DESK TEST. There is no obligation. 


Copyright 1938, Royal Typewriter Company, Inc. 


World’s largest company devoted exclusively to the manufacture 
of typewriters. Factory: Hartford, Conn. 


Royal Typewriter Company, Inc. 
Dept. WC-838, 2 Park Avenue, New York City 


Please deliver an Easy-Writing Royal to my office for a 10-day 
FREE DESK TEST. I understand that this will be done without 
obligation to me. 
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canning Controllership Scene 








The next generation of controllers? From what source is it to 
be recruited? How will these men be trained? Controllers are 
thinking of the problem, which is a good sign. Much light is 
thrown on it by Professor Wyman P. Fiske’s article in this issue. 
It is worth careful reading. It should lead, in the long run, to 
constructive action. This constitutes real progress by this com- 
paratively new calling—controllership—which already has dem- 
onstrated its far sightedness, Leaders are not lacking. Much 
sound thinking has been and is being done. There is no doubt 
that controllers will solve this problem in the same decisive 
fashion in which they have solved others. 


Sound Accounting Must Prevail 


Careful reading is recommended of the paper by Mr. 
Roy B. Tulpin which is presented in this number. It 
deals with the increasing number and cost of accounts 
required for different purposes by various regulatory 
bodies which have the power to exact them. No matter 
how much these agencies may regulate accounting prac- 
tices and forms of accounts and reports, Mr. Tulpin 
points out, business concerns must continue to do their 
accounting for their own purposes along lines and ac- 
cording to principles which are most effective from a 
management point of view. The other forms of accounts 
and reports represent simply added expense. 


Separation Reports in Pennsylvania 


Controllers are observing closely the trial that is being made in 
Pennsylvania of a plan which permits approved employers to dis- 
continue filing quarterly reports of wages paid employees and to 
substitute separation reports. Employers who wish to avail them- 
selves of the new procedure are required to file an application for 
permission to do so and to meet required standards of length of 
business, number of employees, separation rate, and adequate ac- 
counting records. The regulations set the standards. It appears to 
be a step in the right direction, “to effect savings to the employer,” 
as it is phrased by Mr. Ernest Kelly, executive director of the 
Unemployment Compensation Division. of the Department of Labor 
and Industry, of Pennsylvania. The workings of the plan will be 
noted carefully. 


It is sincerely to be hoped that administration of unemploy- 
ment insurance laws will be simplified and the state laws stand- 
ardized, at least in a measure, by the study now being made of 
these problems under the direction of the Social Security Board. 
This is the time for business to present its specific proposals. 


The word is being passed around that considerable 
pressure is being exerted to eliminate the merit rating 
provisions from the state unemployment insurance acts. 
This would do away with one opportunity which busi- 
ness concerns have of reducing the costs of this item of 
insurance, by maintaining steady employment with small 
turnovers. 


International Management Congress 


Controllers should plan if possible to attend, or at least to regis- 
ter for, the International Management Congress to be held this 
month at Washington. Registration will bring to them the half 
dozen volumes of papers on management problems which will make 
up the program—a veritable mine of aseful information and com- 
ment, international in scope. More than ever before, controllers are 
a part of management. A better understanding of the problems of 
management will be useful to them. 


The new proxy regulations of the Securities and Exchange 
Commission are out. Soon shareholders will be deluged with a 
mass of printed material containing financial facts, accounts, his- 
tories of candidates for directorships, and other miscellaneous 
information, as a prelude to a request for proxies. This infor- 
mation may be sent separately, in the form of a pamphlet, and 
references may be made to the pamphlet in the proxy request 
form. The controller may not be charged with the responsibility 
of preparing the proxy request, but it is likely that he will sit 
up nights preparing material to be supplied to the particular cor- 
poration officer whose duty it is to arrange for a shareholders’ 
meeting. Just one more task for the controller. See the descrip- 
tion of the new rules in this issue. 


* * 
> of 
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Rumors are heard that regulations for administration 
of the Fair Labor Standards Act will be prepared and 
will be available in September. This sounds like a large 
order. However, much is being done to lay the ground- 
work for administration of this law and employers are 
beginning to organize, within their trade associations, 
the committees which will represent their industries. 
Controllers naturally will be found on many of these 
committees, as they will need facts and current informa- 
tion of a financial and statistical character in order to 
conduct their negotiations intelligently with the wage- 
hour administrator. 


Subjects which are related only indirectly to monopoly are from 
time to time announced as being included in the anti-monopoly in- 
quiry. From every hand come assurances that the inquiry will not be 
permitted to degenerate into a business-baiting spectacle. The study 
which is being planned will be directed, through the Department 
of Commerce and through trade associations, to all business con- 
cerns, whether large or small. 


ote ote 
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Attending the Convention? 


Why not make a special effort to attend the annual 


> 


assembly of controllers late this month in New York: 
The benefits to be derived flow directly to the business 
concerns with which controllers are connected. They are 
tangible benefits, worth many times their cost in time 
and travel expense. Attendance is particularly valuable 
in times such as these, which bring so many far reaching 
problems for controllers and management. 





When You Ace Asked to. Recommend 


4 help you in making suggestions, when asked by 
employees or by personal acquaintances to suggest a 


plan of accounting training, your attention is called to 


the educational organi- 
zation of the Interna- 
tional Accountants So- 
ciety, Inc., here shown. 

The four men com- 
posing the Executive 
Educational Committee 
are responsible for 
I. A. S. educational ac- 
tivities and policies, 
with particular refer- 
ence to text material, 
research, standards, 
and technical methods. 

The sixteen Certified 
Public Accountants 
composing the I. A. S. 
Faculty are actively en- 
gaged in preparing text 
material, giving con- 
sultation service, or 
gtading students’ pa- 
pers. Some give their 
time and attention ex- 
clusively to I. A. S. 
work. Others who are 
in actual practice of 


public accounting or 


an Accounting Course 


corporation accounting, devote only part time to the 
work. Each subscriber secures the advantage of having 
his examinations handled by instructors from both groups. 








Executive Educational Committee 


Dexter S. Kimball, M.E., 
LID DiSc. 


Chairman, Board of Directors, Inter- 
national Accountants Society, Inc. ; 
Dean Emeritus, College of Engi- 
neering, Cornell University ; Former 
President, American Society of Me- 
chanical Engineers; author of “Cost 
Finding” and other text material. 


Lee Galloway, B.Sc., Ph.D. 


Vice Chairman, Board of Directors, 
International Accountants Society, 
Inc.; Former Chairman, Board of 
Directors, Ronald Press Co.; Former 
Director Department of Management, 
New York University. 


John T. Madden, C.P.A., 
B.C.S., A.M. 


President, International Accountants 
Society, Inc. ; ; Dean, School of Com- 
merce, Accounts and Finance, New 
York University; Former President, 
American Association of University 
Instructors in Accounting. 


Stephen Gilman, B.Sc., C.P.A. 


Vice President and Educational Di- 
rector, International Accountants 
Society, Inc.; author of “Analyzing 
Financial Statements,’ “Principles 
of Accounting,” and numerous tech- 
nical articles on accounting. 


Faculty 


Stanley E. Beatty, C.P.A. 
A. C. Bischel, A.B., C.P.A. 
George P. Ellis, C.P.A. 
C. W. Emshoff, S.B., C.P. 
Stephen Gilman, B.Sc., C.P. 
John A. Hinderlong, c. P. 
James W. Love, C.P.A 

J. H. Millsaps, oe D., or PA, 
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C. E. Packman, C.P.A. 
Russell C. Swope, B.Sc., C.P.A. 
A. 


TG Terry, AB. CPA 
Stanley D. Tilney, C.P.A. 
G. S. West, C.A., C.P.A. 
Harry G. Westphaln, CPA. 
Earl R. White, C.P.A 


Advisory Board 


R. W. Barrett, A.B., LL.B. 
Bruce Barton 

Dwight E. Beebe, B.L. 
Wilford A. Beesley, C.P.A. 
Arthur Berridge, C.P.A 

R. E. Blight, LL. D., C.P.A. 
iL... 2. Gall, C.P A, 

C. N: Carter, Ph. B.,.: CPA. 
Geoffrey S. Childs, B.C.S. 
W. J. Christian, C.P. A. 
William B. Cornell, M.E. 
James A. Councilor, C.P.A. 
Albert J. Derbes, C.P.A. 

C. EZ. Dietze, LL B., A:B.,.C:P.A. 
William Dolge, C.P.A. 

T. H. Frankling, C.G.A. 
Lee Galloway, B.Sc., Ph.D. 
Gilbert B. Geiger, C.P.A. 
George M. Graffam, C.P.A. 
A. H. Hammarstrom, C.P.A. 
James F. Hughes, C.P.A. 


F. H. Hurdman, B.C.S., C.P.A. 

Harry M. Jay, C.P.A. 

David A. Jayne, C.P.A. 

D. S. Kimball, M.E., LL.D., D.Sc. 

B. Lichtenberg, M.C.S. 

Harry E. Lunsford, C.P.A. 

John T. Madden, B.C.S., A.M., 
CP. A. 

I. B. McGladrey, C.P.A. 

Henry J. Miller, A. B., C.P.A. 

F. W. Morton, C. P. A. 

Herman C. J. Peisch, C.P.A. 

J. A. Phillips, C.P.A. 

P. W. Pinkerton, Ph. B., C.P.A. 

A. Lee Rawlings, C.P.A 

F. E. Roberts, C.P.A. 

John C. Shelly, C. A. 

R. Smethurst, Jr., C.P.A. 

F. H. Sommer, J. D., LL. D. 

A. ©: Upleser, B.C. S., CoP: A. 








The forty members 
of the Advisory Board 
are outstanding Certi- 
fied Public Account- 
ants, business execu- 
tives, attorneys, and 
educators, who counsel 
with the I. A. S. man- 
agement, upon request, 
with respect to tech- 
nical accounting, edu- 
cational, and business 
matters. 

The uniformly high 
caliber of the men who 
compose the I. A. S. 
Staff is in itself elo- 
quent testimony as to 
I. A. S. training. The 
cooperation of Staff 
members in various ad- 
visory and consulting 
capacities provides the 
practical, broad view- 
point which is so neces- 
sary in any plan of 


adult education. 
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i as provide additional information which may be of value to you when asked to recommend a train- 
ing plan, we shall be glad to mail you, upon request, a copy of our 56-page booklet 
“ACCOUNTING—The Way to Business Success.” 


INTERNATIONAL ACCOUNTANTS SOCIETY, inc. 
A Division of the ALEXANDER HAMILTON INSTITUTE 
3411 South Michigan Avenue 


Cuicaco, ILuiwots 
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Ldttortal Comment 


HAT many variations are discovered in the 

functions assigned to the controller is a fact that 
becomes more evident as organization structure is 
explored by the Committee on Ethics and Profes- 
sional Standing of the Controllers Institute of 
America. These same variations were recognized by 
the Planning Committee of The Institute in submit- 
ting its recent recommendations to the membership. 
Consideration of this important subject by an In- 
stitute Committee does not proceed with the expec- 
tation of establishing stereotyped limits of respon- 
sibility or authority within any field of controller 
practice. 

Controllership is not a calling which lends itself 
to slide-rule calculation, and the controller in action 
is not equipped with a set of instruments which 
operate with the precision of those accessible to the 
air pilot. Common sense dictates that the flexibility 
of each controller will be circumscribed, first, by his 
capabilities and, next, by his adjustment to the or- 
ganization which he serves. 

The thought underlying these studies within The 
Institute is one of survey and making available to 
the membership a comprehensive understanding of 
what controllers in many fields of endeavor are do- 
ing to enhance their value to management. 


The committee report published in the August 
issue of THE CONTROLLER goes a step farther and 
states ‘‘as the work proceeds other functions of the 
controller will be discussed; also the relations of the 
controller with other officers and department heads, 
and the extent to which the controller should par- 
ticipate in the management functions of the business 
with which he is connected.” That phase of the 
study marks the final determination of a controller’s 
worth to business. Representing the source of in- 
formation which is used by all major executives, 
how shall he apply the data at his command to bene- 
fit the business with which he is connected ? 

A leader of American industry recently inquired 
“Why is the accounting minded executive hemmed 
in by rule, precedent and tradition when he may 
best serve management by adjustment to the new 
and rapidly changing conditions of business?” Each 
controller must answer that question for himself. 
Committee activity inspired by The Controllers In- 
stitute is only a means of disseminating information 
for the benefit of members to the end that they may 
measure up to the dimensions of that inquiry. 


By Henry C. PERRY 


President, Controllers Institute of America. 
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Training for Controllership, Problem 


for Leaders in This Field 


Combination of Formal Academic Work With Organized Apprenticeship Program Set 
Forth as Promising Method In Preparation for Handling Administrative, Policy-Mak- 
ing Responsibilities—Must Develop Background—Article by Professor WYMAN P. FIsKE. 


HE author of this article, PROFES- 

soR WyMAN P. Fiske, of Massa- 
chusetts Institute of Technology, is an 
associate member of THE CONTROL- 
LERS INSTITUTE OF AMERICA, and a 
member of its Committee on Edu- 
cation. The Institute, through this 
committee, is making a serious, compre- 
hensive study of the problem of train- 
ing and educating the men who will 
be controllers of our business concerns 
in years to come. This article is one 
of the most conspicuously constructive 
contributions to the subject that has 
yet been made. 

This problem of providing the best 
means for educating future control- 
lers is a long-range problem, and The 
Institute Committee is attacking it 
without undue haste, carefully, and 
conservatively. It is a real problem, 
if the calling of controllership is to 
continue its upward surge, if it is to 
add dignity and greater usefulness to 
its existing prestige. 

Many men in controllership posi- 
tions today were drafted from the 
ranks of public accountants; others 
worked their ways. up through busi- 
ness organizations. The demand for 
controllers was sudden and pressing. 
The supply of qualified men was lim- 
ited. Hence the present thought on 
the part of leaders in this calling that 
in the future great care must be taken 
to provide an adequate number of 
well-trained—es pecially trained—men. 
Hundreds of business concerns today 
have not provided themselves with 
qualified controllers, partly because 
they do not recognize the value of the 
service that a qualified controller can 
give, partly because such men are diffi- 
cult to find. 

PROFESSOR FISKE puts emphasis on 
the breadth of background that is 


needed, and describes how it may be 
developed. In other words, judgment. 
He emphasizes, too, practicability. By 
indirection he moves away from the 
theoretical views that many men may 
bring to this work. 

This article is worthy of serious 
reading by those who are interested in 
the future of business, and inciden- 
tally, in the improvement of control- 
lership as a calling. 

—THE EDITor. 


There is no area in which a clear 
concept of objectives is more im- 
portant than in education and train- 
ing. Without it, aimless wandering 
and wasteful side excursions are in- 
evitable. It is further important to 
distinguish carefully between near- 
term and longer-term objectives. Fre- 
quently, the possibility of immediate 
gain has such attractions as to becloud 
the ultimate goal and to result in the 
adoption of a program which does not 
accomplish any real advance towards 
that goal. In considering a new train- 
ing area, such as that of training for 
controllership, these problems should 
be kept well in mind and primary 
consideration should be given to ob- 
jectives. 

There are at least two objectives 
towards which controllership training 
may be aimed. The first is almost 
purely technical; the second is more 
nearly administrative. The one is typi- 
fied by the division heads, such as 


auditor, or cost accountant; the other ° 


embraces all divisions and includes in 
addition the responsibilities of con- 
trollership to the owners and to the 
financial and operating divisions of 
the business. 

The qualities and facilities required 
by incumbents of the two types of 


positions differ substantially with the 
differences arising from the contrast 
of an administrative or policy-making 
function with the executive or direct- 
ing function. Although a common 
advance to the top controllership posi- 
tion will be through divisional respon- 
sibilities in the department, it is al- 
together too common an experience 
either to be unable to find on the 
staff a man qualified for the promo- 
tion or to find, upon selection, that the 
new administrator is not the success 
he was as a department head. 


DIFFERING REQUIREMENTS MusT BE 
RECOGNIZED 


Training and selection must be pred- 
icated upon a recognition of the differ- 
ing requirements. The same methods 
which are efficacious in developing 
able cost accountants or auditors will 
not necessarily produce outstanding 
controllers, any more than the same 
training program can be expected to 
develop factory managers and com- 
pany presidents. 

In order to keep this discussion 
within a reasonable space and at the 
same time to give adequate treatment, 
limitation to consideration to one of 
the two possible objectives is desir- 
able. The objective chosen is that of 
training for the administrative aspects 
of the field. Without any intent to 
belittle the importance of the technical 
aspects of accounting, it is the broader 
phases of controllership which give it 
its professional dignity. Hence it seems 
appropriate to attack this problem first, 
particularly since some attention has 
already been given by others to train- 
ing for technical accounting jobs. 

Education for controllership, on the 
other hand, is at present generally 
either non-existent or represented only 
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by scattered courses rather than or- 
ganized programs. That this condi- 
tion is due to the comparatively recent 
development of the field is an explana- 
tion rather than a justification. There 
is indicated, however, a real need for 
careful examination of the problems 
involved and for some organized at- 
tack. 

A primary difficulty is a lack of any 
really satisfactory or sufficiently ex- 
tensive study of the controllership 
function and of its relation to other 
business functions. Without this, the 
desired qualities and facilities which 
are the objective of education and 
training are also necessarily indefinite. 
Although the need for an intensive 
investigation of the nature of the con- 
trollership function is fully recognized, 
it will be necessary to define the func- 
tion at least in general terms before we 
can attack the training problem. 


CONTROLLERSHIP A SERVICE 
FUNCTION 


That controllership is a service func- 
tion rather than a line or operating 
function is clear. That controllership 
is more than a technical accounting 
function is unfortunately not so well 
recognized. The responsibilities of the 
controller extend in two directions. He 
owes an obligation first to the owners 
of the business to report objectively 
and without bias on the financial and 
profit results of operations. This duty 
substantially coincides with the prob- 
lems of financial accounting and in- 
cludes the responsibility for policy de- 
cisions having to do with sound 
and approximately accurate reporting. 
(Purely as an aside, it may be queried 
as to whether in this area the policy 
authority of the controller is not or 
should not be above veto by the execu- 
tive division since he is reporting on 
accomplishments of that division.) 

In this phase of the function, the 
controller must recognize the existence 
of some conflict of interests between 
different ownership groups and be- 
tween owners, creditors, and manage- 
ment. This conflict places him in the 
position of an arbitrator, a position 
that calls for consciousness of his re- 
sponsibilities. 

The other obligation of controller- 


ship is to management. This duty is 
to provide other divisions of the busi- 
Mess enterprise with those facts, esti- 
mates and analyses which are essen- 
tial to policy decisions. If this service 
is to meet the needs of the situation, 
the controller must anticipate the figure 
requirements of the other departments 
and provide analyses in advance of the 
need for decision, which must many 
times be made on too short notice to 
permit special investigations and analy- 
ses. The areas of service include cost 
and expense control, investment con- 
trol, problems of selection from among 
alternatives, and sales price policy. 
The types of analysis required vaty 
with the objective and call not only 
for high analytical ability, but also for 
a broad understanding of the prob- 
lems of the operating executives. As 
business enterprises imcrease in size 
and complication, and as margins nar- 
row and competition intensifies, suc- 
cess or failure can depend in no small 
measure upon successful performance 
of this service. 


QUALITIES OF SUCCESSFUL 
CONTROLLER 


From this brief examination of the 
nature of the controllership function, 
some of the qualities and facilities re- 
quired in a successful controller be- 
come apparent. Understanding and 
facility in technical areas are only two 
qualities, and two which it is probably 
easier to buy than other needed abil- 
ities. To meet his duty to ownership, 
the controller must have a sense of 
trust obligation and judicial qualities 
of objectivity and impartiality, for he 
must continually make decisions ad- 
justing conflicts of interest. In his 
service to management he needs not 
only a high analytical ability, but a 
broad appreciation of operating prob- 
lems. He probably needs to know 
more about all phases of his enterprise 
than any other man but the chief exec- 
utive, for he should assist through his 
routine reports or special analyses in 
all important policy decisions. 

No fair minded person can fail to 
recognize that there are alternative 
approaches to an educational or train- 
ing problem. Formal academic meth- 
ods are but one of several, each of 
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which has its particular advantages and 
limitations. Apprenticeship is an ob- 
vious possibility with real attractions. 
Informal study and reading programs 
are a third. Nor should we forget the 
educational possibilities of such pro- 
fessional bodies as The Controllers In- 
stitute of America. 


APPRENTICESHIP Has BEEN 
UsuaL COURSE 


To date, apprenticeship, including 
under that term development through 
gradual advancement from one task to 
another, has offered almost the sole 
training possibility. The limitations of 
the approach explain the frequency 
with which present controllers have 
been drawn from practicing profes- 
sional accountants and other similar 
sources. Apprenticeship can produce 
high technical ability in the areas of 
practice. Unless supplemented, it usu- 
ally fails to produce necessary breadth 
and understanding of other phases of 
the work. To some extent this can be 
offset by a formal training program in 
which the apprentice is moved from 
one task to another at a rate and under 
a plan which insures complete cover- 
age. If the apprentice is of the right 
type and will undertake by proper out- 
side study to acquire breadth of back- 
ground, a controller of high calibre 
can be produced, as is proved by the 
large number of able men now in the 
field. This type of program built upon 
a proper academic background is prob- 
ably the ideal combination. 

Formal academic or professional 
school training, although practically 
non-existent in the controllership area, 
also has its advantages and limitations. 
It is difficult under school conditions 
to produce a real technical facility. 
The problem of a practical as opposed 
to a theoretical training has been dis- 
cussed many times. Although with an 
adequately trained teacher whose ex- 
perience includes contact with actual 
business problems a thoroughly prac- 
tical training is possible and is offered 
in some places, it will probably always 
be true that the teachers in most 
schools will be of limited experience 
and that the training the school offers 
will be deficient to that extent. 

To offset this deficiency, however, 
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any good school should be able to give 
a far greater breadth of background 
than is possible under the ordinary ap- 
prenticeship approach. The increasing 
importance of breadth as the young 
man is advanced in business makes its 
inclusion in the training program es- 
sential. 


Wuy Business MEN JOIN 
PROFESSIONAL ORGANIZATIONS 


The academic approach offers one 
other advantage. An objective exami- 
nation of a professional area with 
study of the objectives and the alter- 
native approaches is always a healthful 
and useful experience, and one which 
is difficult under the pressure of busi- 
ness conditions. It is one of the rea- 
sons why practical business men join 
professional organizations and attend 
professional meetings. It provides the 
initiate in business with a basis for 
orienting his work to the business as a 
whole and for appraising the efficiency 
of routines and methods. 

As the work for which training is 
undertaken approaches the profes- 
sional level, the importance of insur- 
ing the inclusion of broadening fea- 
tures in training increases far more 
than proportionately. Hence, it ap- 
pears particularly desirable that the 
program include a combination of ap- 
prenticeship in business with an aca- 
demic period in which fundamental 
analysis and breadth are the primary 
emphasis. The apprenticeship phase 
should be planned carefully to insure 
the acquisition of adequate technical 
facility without deadening the broader 
approach which is of relatively little 
importance in the technical jobs but 
becomes of great importance as prog- 
ress is made toward positions of higher 
responsibility. 

One program of training for busi- 
ness leadership carried out at the Mas- 
sachusetts Institute of Technology 
under the sponsorship of the Alfred 
P. Sloan Foundation introduces the 
academic element of professional 
training after at least five years of 
apprenticeship, rather than imme- 
diately upon graduation, as is the usual 
case. It is felt that young men with 
such a background of actual business 





experience are better able to appreciate 
the significance of the formal studies 
and the need for breadth. Such a tim- 
ing is ordinarily not possible without 
some form of subsidization and on a 
leave of absence basis, for men of the 
qualities to benefit most usually have 
families and hesitate to break the chain 
of progress in their companies. But 
whether it precedes or follows appren- 
ticeship, the academic element is clearly 
desirable. 


Goop APPRENTICESHIP IMPORTANT 
With this preliminary statement of 
the need for a combination of appren- 
ticeship and academic elements, it is 
necessary to limit further discussion 
to the formal academic portion. Again 
this limitation carries no implication 
that the apprenticeship phase is unim- 
portant, for the contrary is true. It is 
clear to the author that a good appren- 
ticeship can offset in large measure a 
poor academic training, and that a 
poor apprenticeship imposes a handi- 
cap which can be overcome only by 
breaking the company connection. 

Suggestions as to the course content 
of the academic program come from 
many sources. The controllership func- 
tion has many angles, and business 
men are prone to expect that the young 
man will have studied all. That is an 
impossibility. Technical accounting 
subjects alone would require a con- 
siderable period of time if their study 
were sufficiently intense. The only 
approach possible is first, through a 
recognition of the time restrictions, 
and second, through a constant con- 
sciousness of the objectives, advan- 
tages, and limitations of the academic 
approach. 

The maximum period now devoted 
to professional business subjects ordi- 
narily does not exceed two years. This 
is combined either with four years of 
general college training (in the grad- 
uate business schools) or with two 
years of general work (in the under- 
graduate schools). 


TECHNICAL, PLUS GENERAL 
BUSINESS TRAINING 
The problem of training for con- 
trollership is particularly difficult for 








it requires a technical training plus a 
general business training. In other 
words, in the same time (and there is 
little argument for extending the study 
period) two jobs must be accom- 
plished. To expect that the student 
can learn in that period enough to 
permit him to step into any section of 
the controller’s division and to be use- 
ful immediately is to ask the impos- 
sible. 

The problem then is one of the best 
use of too little time. The answer 
is to be found in an understanding of 
the strengths and weaknesses of 
academic training, and then in re-ex- 
amination of the objectives. Formal 
education is relatively inefficient in 
developing technical skills, for that 
requires repetitive drill beyond the 
time available. It can not ordinarily 
train for a particular industry because 
that would multiply programs and 
courses beyond economic limits. It 
finds impossible the presentation of 
such a complete range of possible 
actualities as to provide the answer 
to every conceivable situation. 

Since judgment is largely based on 
accumulated experience, and experi- 
ence is a function of time, develop- 
ment of great judgment is also unat- 
tainable. On the other hand, there 
is time to consider underlying laws and 
principles. If real technical facility 
is unattainable, development of the 
power of analytical thought is possible, 
and more easily accomplished than 
where routines necessarily form a pre- 
dominant part of one’s job. 

Further, the professional school or 
college can assist the student in his 
examination of the social, political, 
and economic structure and of the re- 
lation of the individual business en- 
terprise to that structure. (Today that 
problem is assuming dominant im- 
portance.) 

In short, the academic approach can 
provide depth of thought, understand- 
ing of fundamental principles, and a 
point of view, but is limited in areas 
of technical facilities and complete 
coverage. The program obviously 
should emphasize the advantages and 
leave to another method (such as ap- 
prenticeship) the sections where it is 
relatively inefficient. 
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BREADTH OF BACKGROUND, 
ANALYTICAL THINKING 


Specifically this means that the pri- 
mary objective of professional train- 
ing never can properly be the develop- 
ment of technical facility. Nor should 
the business man expect it. If facil- 
ity is his objective, he should encour- 
age his employees to follow the ap- 
prenticeship route, supplemented by 
night school courses emphasizing tech- 
nical methods useful in his own in- 
dustry. Some companies provide just 
such courses. From the professional 
school, the business man should expect 
breadth of background and under- 
standing and well-developed powers 
of analytical thinking. 

Once this objective is accepted, the 
problem of course content becomes far 
simpler. Complete coverage is not 
sought, for it is recognized that the 
young man entering business still has 
many things to learn. The first ques- 
tion asked in regard to any course 
must always be, ‘Does it develop the 
powers of analysis and does it increase 
the students’ understanding of how 
business operates?” Since breadth is 
an objective, the course will necessarily 
include much that is of no practical 
use in the sense that it will make a 
student more valuable in early jobs. 
(Ultimately this breadth will be the 
most valuable characteristic in the 
higher executive responsibilities.) An 
important section of the work will 
have to do with other functions of 
business, which the future controller 
is to serve. The remaining portion 
will be technical, but approached 
broadly from the angle of principles, 
rather than in a procedural manner. 

Regardless of the time available, it 
would appear there should be an ap- 
proximately equal three-way division 
of courses between— 


(1) Professional accounting courses 

(2) Professional business courses 

(3) Economic, sociological and other 
background courses. 


The second and third groups can be 
dismissed with relatively brief discus- 
sion. The student should be grounded 
in finance, production, marketing, and 
law. He should follow also one or 
more of these areas far enough to gain 








COMMENTS INVITED ON 
TRAINING OF 
CONTROLLERS 

Professor Fiske’s article is the 
first of what the Committee on 
Education of The Controllers In- 
stitute of America hopes will be a 
number of papers to appear in 
THE CONTROLLER and elsewhere 
on various aspects of what may be 
broadly termed “Training for Con- 
trollership.” As Professor Fiske 
well points out, this is a matter to 
which all too little attention has 
as yet been given, both in col- 
legiate schools of business and by. 
practising controllers themselves. 
It is also one on which there is a 
great diversity of experience and 
opinion. As the recognized spokes- 
man of controllers in this country 
The Controllers Institute of Amer- 
ica has an obvious interest—and 
responsibility—both in centering 
attention on the subject and in 
making constructive, practical con- 
tributions to adequate training in 
this field. 

What Professor Fiske has at- 
tempted here, as he himself points 
out, is not to propose hard and 
fast rules for controllership train- 
ing but rather to indicate broadly 
various possibilities, with the 
thought that they will provoke 
further discussion and construc- 
tive criticism. It is hoped that 
many such comments will be 
made. 


JOHN H. MacDoNALpD 
Chairman, Committee on Education 











a real appreciation of policy implica- 
tions. Some coordinative work em- 
phasizing policy and involving con- 
flicts between divisional interests would 
be helpful. Through all this work the 
controllership interest can be de- 
veloped by emphasis on pertinent 
figure analyses. 


ECONOMICS, GOVERNMENT, 
SOCIOLOGY 
Background courses should be based 
on economics, supplemented by gov- 
ernment and sociology. In addition 
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to a general economics course, study 
of the money and banking structure, 
of business cycles, statistics, govern- 
mental regulation, and related sub- 
jects are relevant. Work in this divi- 
sion is particularly valuable for it 
introduces the student to areas where 
the multiplicity of factors and pres- 
ence of psychological elements make 
mathematical analysis difficult. This 
will offset the apparent preciseness 
which accounting implies to the im- 
mature mind. 

Time limitations appear greatest 
when the accounting section of the 
program is attacked. There the profes- 
sional interests of the controller cause 
a relatively great importance to be at- 
tached to each section of his activities. 
The array of possible topics is impos- 
ing. They include bookkeeping, finan- 
cial accounting, systems, cost account- 
ing, auditing, financial reports, analy- 
sis of financial statements, taxation, 
office management, controllership prob- 
lems, governmental regulation, me- 
chanical aids, and so on. Most of 
these topics would require a course 
extending at least a year for adequate 
treatment; some would require more 
than that. Recognizing that some- 
thing less than a year’s time in total 
is available for this phase of the work 
(and this assumes a two-year pro- 
gram), the difficulties of selection are 
apparent. 

Again the only solution is to be 
found in a willingness to sacrifice com- 
plete coverage in favor of depth, leav- 
ing to the apprenticeship phase and 
to that continued study which is car- 
ried on by every successful executive 
the task of filling in the voids. At- 
tention must be given rather to types 
of analysis, to a definition of the func- 
tion, and to a consideration of the 
range of problems included. To ac- 
complish this, for a full year—9 hrs. 
a week, the following is probably a 
minimum: 


Bookkeeping and Introduction to 
Accounting? 

Financial Accounting Policy 

Cost Analysis 

Auditing 

Controllership Problems 


1 This includes both class time and prepara- 
tion. 
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This program will leave at least a half 
year course available for election. The 
elective list could include Taxation, 
Financial Reports, Analysis of Finan- 
cial Statements, and Office Manage- 
ment. 


DEVELOPMENT OF REASONING 
POWERS 

To anyone who has attempted to 
organize courses, the time allotment 
in the program outlined in the previ- 
ous paragraph will appear hardly ade- 
quate. It certainly makes no provision 
for extended drill for the development 
of facility. Hardly more than an in- 
troduction to topics properly included 
under each heading will be possible. 
Nevertheless, with a careful selection 
of material and a competent instructor, 
the student can acquire an apprecia- 
tion of the problems involved, an in- 
troduction to the alternative approaches 
possible, an introduction to the prin- 
ciples applicable, and a definite point 
of view. In the process, his reasoning 
powers should be developed and his 
interest stimulated. 

This is not the place to discuss the 
specific content of courses. The topics 
covered will be familiar to most con- 
trollers. Only a few comments are 
necessary. The work in auditing 
would emphasize internal auditing 
problems and the relation of the con- 
troller to the public accountant. Cost 
analysis covers more than the tradi- 
tional routines and procedures. It in- 
cludes consideration of principles and 
techniques of control and special ana- 
lytical methods required for different 
types of problems. Financial account- 
ing policy is intended to cover prob- 
lems of reports to various equities as 
well as the questions raised by con- 
flicts of interests among the equities, 
and should emphasize analysis and in- 
terpretation of results. 

The work in controllership prob- 
lems should define the function and 
discuss the relationship of the con- 
troller to other divisions of the busi- 
ness, his responsibilities to stockhold- 
ers and other outside equities and his 
duties under regulatory laws. Any con- 
sideration of technique, such as system 
work, ought to be approached from 
the broad angle of maximizing both 


accurate reporting and the analytical 
service which is the primary contribu- 
tion to management. 


FIELD WorK RECOMMENDED 

A worthwhile additional element in 
any training program would be the 
devotion of a substantial amount of 
time to an investigation and report on 
some problem in the field. Such an 
investigation provides an opportunity 
to study intensively some one point, 
adding depth to the student’s analy- 
sis, permitting careful considezation 
of all alternatives and giving a feeling 
of confidence arising from mastery. 

Some are certain to criticize the 
above program as too general, too 
broad, and as not giving the student 
sufficient in the way of tools. These 
persons should be reminded once again 
that that task is one which can better 
be accomplished in other ways while 
the suggested outline both takes advan- 
tage of the strengths in the academic 
approach and provides an element 
necessary to constructive controller- 
ship, an element which it is difficult 
to get as well in any other manner. 
Facility and sound judgment will fol- 
low upon the apprenticeship phase of 
the work. In his initial work, the 
young man should develop because of 
his ability to relate his part to the 
rest of the work. As he progresses, the 
value of the study program should be- 
come increasingly apparent and sub- 
stantially increase his rate of advance- 
ment. 


GRADUATE PROGRAM PREFERABLE 
Perhaps a brief consideration of the 
timing of the study program in the 
educational process is in order. Is train- 
ing for controllership best .included in 
an undergraduate program, or is it 
better undertaken as graduate work? 
The advantage of the graduate pro- 
gram lies in the greater maturity of 
the student and in the fact that breadth 
and analytical powers should have been 
developed in the undergraduate work, 
be it in liberal arts or engineering. 
Controllership is a dignified profes- 
sion calling for maturity of thought. 
There is a real question as to whether 
a boy of undergraduate age has 
enough years on his shoulders to grasp 
the significance of some of the more 


important problems. Certainly inclu- 
sion of the work in an undergraduate 
program will place a greater burden 
upon the apprenticeship phase. 

Granting the professional qualities 
of the work, the ideal arrangement is 
a graduate program preceded if pos- 
sible by some actual business experi- 
ence. Since the aim of all training is 
to shorten the apprenticeship period 
and accelerate the rate of progress to 
the ultimate objective, responsibility, 
the attempt must be made to find that 
combination which is most efficient. 
Practical considerations make the de- 
ferment of study much beyond college 
graduation an impossibility for more 
than a few. So a graduate program fol- 
lowing immediately after completion 
of undergraduate work is probably the 
best compromise. This still leaves a 
real burden to be assumed by an in- 
telligent apprenticeship program but 
has a greater assurance of success than 
does exposing an immature under- 
graduate mind to problems largely be- 
yond its grasp. 

This entire discussion has been based 
upon an acceptance of the dignity of 
the professional responsibilities and 
upon a conviction that the problems 
faced are sufficiently difficult to press 
a well-trained mature mind. It is 
further based upon the premise that 
training for technical departmental 
positions is another problem. Under- 
graduate preparation for that phase is 
a definite possibility; probably more 
than undergraduate training is uneco- 
nomic unless progress beyond depart- 
mental responsibilities is the objective. 


SUMMARY 

In summary, then, the approach has 
been that any discussion of training 
for controllership must start with a 
definition of objectives and a division 
of the problem into sections. We have 
been concerned here with training for 
the administrative, policy-making re- 
sponsibilities of the controller and his 
immediate assistants. Various methods 
of training have been recognized but 
a combination of formal academic 
work with an organized apprentice- 
ship program has been accepted as the 
most promising. To apprenticeship 
has been left the task of developing 

(Please turn to page 270) 
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NTIL a few years ago, there were 

no national or even local meet- 
ings of controllers; no exchanges of 
ideas or expertences. The fact that it 
is now possible to have these assem- 
blages means a great deal to men in 
this field. 

—THE Epiror. 


Many interest-compelling subjects 
and the names of many authoritative 
speakers and discussion leaders appear 
in the program of the Seventh Annual 
Meeting of The Controllers Institute 
of America, to be held September 26 
and 27, at the Waldorf-Astoria Hotel, 
New York City. It gives promise of 
being a noteworthy gathering of con- 
trollers, one which will be exception- 
ally productive of technical material 
of real value to controllers, entirely 
apart from its inspirational value. 

Controllers are becoming acquainted 
with one another through these meet- 
ings and are thus putting themselves in 
a position to exchange informal in- 
formation concerning matters which 
seldom appear on meetings’ programs. 
Since the Sixth Annual Meeting of 
The Institute, in October, 1937, more 
than two hundred names of controllers 
have been added to the roll of mem- 
bers. These new members, and many 
more who have heretofore not at- 
tended these annual assemblages of 
controllers, will find in this year’s 
meeting an opportunity to widen their 
acquaintances with controllers and thus 
put themselves in a position to obtain 
useful suggestions with respect to their 
work, and current problems. Control- 
lers who have attended previous meet- 
ings are acquainted with the benefits 
which come from mingling with other 
controllers and participating in these 
discussions. 

Dr. Arthur E. Morgan, former chair- 
man of the Board of Directors of The 
Tennessee Valley Authority, will be 
the dinner speaker on Tuesday eve- 
ning, September 27. He will present 








a picture of the inner workings of that 
enterprise. President Henry C. Perry 
of The Institute, will be toastmaster. 

Mr. Elmer F. Andrews, newly ap- 
pointed administrator of the Fair Labor 
Standards Act, will be on the Tuesday 
afternoon program, to bring the latest 
word concerning the regulations which 
are being drafted for administration of 
the Wage-Hour Law. 

Mr. William W. Werntz, acting 
chief accountant of the Securities and 
Exchange Commission, will also be on 
the Tuesday afternoon program, to 
discuss the accounting opinions which 
are being issued from time to time by 
the commission. 

The annual business meeting of 
members will be the first item on the 
program, at 9:30 A.M., Monday, Sep- 
tember 26. Reports of officers and 
committees will be received, and 
routine business transacted. 


INTENSIVE SESSION ON ‘FEDERAL 
TAXES” 


‘Federal Taxes” will claim a two 
and one-half hour period, Monday 
morning, September 26, beginning at 
10:30 o'clock, for a general confer- 
ence, discussion and question-and-an- 
swer period. The 1938 Revenue Act, 
its provisions, operation and effects, 
will be reviewed thoroughly. Mr. 
Ellsworth C. Alvord, of Washington, 
attorney and tax counsel to many large 
companies, and formerly connected 
with the Bureau of Internal Revenue, 
will deliver the opening paper. Mr. 
Francis X. Butler, of Commerce Clear- 
ing House, will present the second pa- 
per, after which the meeting will be 
thrown open for general discussion. 
Mr. Paul J. Urquhart, of the Alumi- 
num Company of America, Pittsburgh, 
will preside. 

The Presidential Address by Mr. 
Henry C. Perry will be the first item 
on the program Monday afternoon, 
September 26. 








The Annual Assemblage of Controllers 
Takes Place This Month 


EXECUTIVES’ MESSAGES TO 
CONTROLLERS 

Four well known executives of 
prominent business concerns, other 
than controllers, will participate in a 
discussion in the Monday afternoon 
general session, of the general sub- 
ject, “The Controller's Place in a 
Business Organization and His Rela- 
tions with Other Executives.” Mr. 
Rodney S. Durkee, controller of the 
Socony-Vacuum Oil Company, Inc., 
will preside over this portion of the 
program. The executives who will be 
heard are: 


Mr. Walter D. Fuller, president, 
Curtis Publishing Company. 

Mr. Walter F. Titus, vice-president 
in charge of production, International 
Business Machines Corporation. 

Mr. Frederick B. Heitkamp, vice- 
president in charge of sales, American 
Type Founders Sales Corporation. 

Mr. Arthur E. Davis, treasurer, 
Royal Typewriter Company, Inc. 


Each of these speakers will be asked 
to describe in what particular ways 
controllers may be most helpful to 
them. 


Two Group CONFERENCES 
IN EVENING 

Two group conferences on Mon- 
day evening, September 26, will dis- 
cuss: ‘Employee Cooperative Insurance 
Plans,” with Mr. R. R. Patillo, of the 
Retail Credit Company, of Atlanta, 
Georgia, presiding; and ‘Reports to 
Executives, Directors and Manage- 
ment,” over which Mr. I. D. Dawes, 
controller of the Virginia-Carolina 
Chemical Corporation, of Richmond, 
will preside. 


TUESDAY MORNING CONFERENCES 
“Depreciation Policies” and “In- 
ventory Valuation Policies’ will be 
studied and discussed in a series of 
group conferences Tuesday morning. 
(Please turn to page 272) 











Accounting Practices To Effect Good 


Management Must Come First 


Principles and Regulations for Other Pur poses Simply Add to Cost of Record Keep- 
ing and Report Making—Many Conflicts Arise from Divergent Requirements of 
Various Regulatory Bodies Having Jurisdiction—Paper by Mr. Roy B: ‘TuLpin. 


HE paper presented here was de- 

livered by Mr. Roy B. TuLpPin, 
secretary and auditor of the Central 
Illinois Public Service Company, at 
the annual meeting of the Illinois 
Public Utilities Association at S pring- 
field, Illinois, on May 27. Mr. Tut- 
PIN 7s a member of THE CONTROL- 
LERS INSTITUTE OF AMERICA. 

This material is rated as one of the 
best contributions to the subject of 
public utility accounting that has been 
made in some time. More than that, it 
is of interest to other industries, as 
much of what MR. TULPIN brings out 
is applicable to other lines of busi- 
ness activity. The excessive dupli- 
cation of reports, and of records 
required, is not unknown to manufac- 
turing companies. MR. TULPIN makes 
no criticism of governmental regula- 
tory bodies. Each one acts independ- 
ently of others, and until some means 
is provided of coordinating, unifying, 
and standardizing these requirements 
set up by independent agencies, these 
excessive costs of special accounting, 
record keeping, and preparing of sta- 
tistics will in all likelihood continue 
to be imposed on business. 

The purposes for which these Spe- 
cial accounting practices are devised 
are divergent. Through it all, business 
continues to keep its accounts for pur- 
poses of good management, and to 
keep, in addition, accounts in accord- 
ance with special principles laid down 
by various governmental agencies. 

—THE EpITor. 


During recent years growing recog- 
nition has been accorded most uni- 
versally to the increasing importance 
of accounting work, under the direc- 
tion of controllers; to the complexity 
of present day accounting problems, 
to the inevitable increased costs, and 


to the additional responsibilities laid 
upon controllers and accountants. 
These increased accounting costs are 
due to a generally broader acceptance 
of improved accounting as a neces- 
sary step to better business manage- 
ment, and corporate financing, and to 
the complex problems and increased 
volume of accounting work resulting 
from various legislative enactments, 
regulatory measures, overlapping juris- 
diction of bodies controlling account- 
ing practices, conflicting requirements 
as to principles and the duplications 
involved in preparing and filing ac- 
counting and statistical reports with 
various governmental agencies. It is 
most encouraging to witness the in- 
creased interest on the part of man- 
agement and investors in accounting 
matters, as some of the present-day ac- 
counting problems affect both manage- 
ment and investors to a far greater ex- 
tent than is generally recognized. 

Legislative enactments have not only 
increased the accountant’s responsibili- 
ties and affected managerial policies, 
they have set up agencies which are 
regulating accounting procedure and 
practices. While railroad and utility 
accounting practices have been regu- 
lated for many years, the securities and 
Exchange Commission is now fixing 
accounting principles for industry in 
general which it is able to enforce by 
issuing stop orders against registration 
statements containing the results of 
accounting which the members of that 
Commission consider to be improper. 
In an’ address delivered before the 
American Accounting Association last 
December, Commissioner Healy of the 
Securities and Exchange Commission, 
stated : 

“It seems to me that one great diffi- 


culty has been that there has been no 
body which had the authority to fix and 


maintain standards. I believe that such 
a body now exists in the Securities and 
Exchange Commission. Its success or fail- 
ure will depend in a large measure on 
how wisely it exercises this function.” 


In the same address, Commissioner 
Healy made a statement which should 
be of particular significance to utility 
management and investors. He said: 


“The value of a corporation’s property 
may be much or little—or uncertain. Its 
cost usually is certain. Accounting to me 
means the making of a historical record 
of financial events. Valuation is an en- 
tirely different matter.” 


The chief accountant of the Securi- 
ties and Exchange Commission is is- 
suing formal opinions from time to 
time on accounting principles and 
practices. The first opinion so issued 
included an interpretation with respect 
to the treatment of Federal income 
and excess profits taxes and the sur- 
tax on undistributed profits in financial 
statements. As a direct result of that 
opinion, any undistributed profits tax 
which your company may have had last 
year, was set Out as a separate item in 
your published income statement, or 
if you incurred no such taxes, that fact 
was so indicated. There is no such re- 
quirement in the Uniform System of 
Accounts for Illinois utilities, yet be- 
cause of the ruling of the Securities 
and Exchange Commission, different 
treatment from that prescribed by the 
commission in its form of income ac- 
count must be given to taxes in finan- 
cial statements to stockholders. The 
commission has recently prescribed ac- 
counting regulations which will prob- 
ably result in additional footnotes to 
published balance sheets and income 
statements. 

While it is a generally accepted 
truth that good management is based 
on sound accounting principles con- 
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sistently followed, it is equally true 
that good management must take into 
consideration the interests of investors 
or owners as well as the interests of 
the customers. The trend of legislative 
enactments and regulatory measures is 
making this increasingly more difficult. 
Accounting practices are being created 
and accounting regulations are being 
promulgated for specific purposes other 
than that of good management. One 
of the primary purposes of the Securi- 
ties Exchange Act, as recently stated 
by the chief accountant of that Com- 
mission, is to bring about the dissemi- 
nation of financial data to the small 
or average stockholder or bondholder 
upon which the present investor may 
base his determination to hold, sell, or 
purchase more of the company’s securi- 
ties, and upon which the prospective 
investor may decide whether or not to 
part with his money. Thus it may be 
said that the Securities and Exchange 
Commission is regulating accounting 
practices of industry for the benefit of 
the investors. 

Under date of January 11, 1936, 
the Federal Power Commission, acting 
under authority granted to it by the 
Federal Power Act of 1935, submitted 
to the public utility industry a pro- 
posed system of accounts for electric 
corporations. In the commission’s let- 
ter of transmittal it was stated that the 
proposed system of accounts was one 
which “. . . . shall meet the needs of 
federal and state commissions in the 
regulation of public utilities,’ and 
there you have regulation of account- 
ing practices for another specific pur- 
pose, as no mention was made of the 
needs of those charged with the efh- 
cient management and operation of 
electric utility companies or of the 
needs of the investors from whom the 
necessary capital requirements must be 
obtained. 

The Committee on Stock List of the 
New York Stock Exchange through its 
listing requirements has endeavored to 
raise the standards of accounting prac- 
tices and has urged acceptance of gen- 
erally higher standards. However, the 
listing requirements of the New York 
Exchange are separate and distinct 
from the registration requirements of 
the Securities and Exchange Commis- 


sion. Contrary to other bodies en- 
gaged in the regulation of accounting 
practices and principles, the Stock Ex- 
change has not required standardized 
accounting. In an address delivered 
before the Controllers Institute of 
America at Pittsburgh, Mr. John Has- 
kell, executive-secretary of the Com- 
mittee on Stock List of the New York 
Exchange, said: 


“I can not see how sound accounting 
can be prescribed any more than the 
qualities of experience, judgment or 
common sense can be prescribed by rule 
and regulations. We all know that the 
rules of accounting prescribed by state 
and federal taxing agencies are designed 
primarily to bring in revenue, and not 
to give a true and undistorted picture of 
a company’s earnings to its stockholders. 
The form of accounts and reports set up 
for utility companies by most local public 
service commissions must be useful in 
helping those bodies carry out their rate 
making duties—they certainly can not be 
taken as examples of the kind of earnings 
Statements that a prospective investor 
should use in considering the attractive- 
ness of a public utility stock for invest- 
ment.” 


New ACCOUNTING PRACTICES 
EASILY PRESCRIBED 


Legislative enactments have created 
many accounting problems so complex 
that an accountant needs continual 
competent legal advice in the prepara- 
tion of financial statements. Each new 
act or regulation appears to create new 
or additional accounting practices and 
problems with their accompanying in- 
creased costs. A public utility doing 
any interstate business and which has 
securities listed on one or more ex- 
change today is faced with filing four 
forms of annual reports—one to the 
State Commission, one to the Federal 
Power Commission, one to the Securi- 
ties and Exchange Commission, and a 
fourth to the stockholders. In addition 
to these, the report of taxable income 
must be filed with the Bureau of In- 
ternal Revenue. 

Taxable income, as defined by the 
Bureau of Internal Revenue, is a statu- 
tory figure arrived at by following very 
definite rules laid down by the bureau. 
The Securities and Exchange Commis- 
sion has its own set of rules as to 
forms of accounting and financial 
statements and reports which do not 


coincide with either those of the Bu- 
reau of Internal Revenue or the utility 
regulatory bodies. Again, differences 
appear between the forms and require- 
ments of some state regulatory bodies 
and those of the Federal Power Com- 
mission, when each claims jurisdiction 
over the subject matter. Reports to 
stockholders will probably be in an 
entirely different form from that pre- 
scribed by the Securities and Exchange 
Commission, as that commission re- 
quires reports so voluminous and de- 
tailed that the true facts of income, 
profit and loss, and financial condition 
can be ascertained only after a study 
and analysis of a degree so thorough 
and technical that the average stock- 
holder is not equipped to make them. 


MOUNTING Costs OF REPORT 
MAKING 


Costly duplication of reporting is 
now required in many instances. An 
Illinois electric public utility, if a reg- 
istered holding company or a subsid- 
iary of a registered holding company, 
has been requested to file a minimum 
total of five copies of its report to the 
Federal Power Commission for 1937. 
This is a voluminous report containing 
approximately 150 pages, not includ- 
ing typed exhibits, and it appears that 
at least the three copies which go to 
the Federal Power Commission must 
either be hand-written in black ink or 
typed. In some instances a copy of 
the Federal Power Commission report 
or the Illinois Commission report is 
required by the Securities and Ex- 
change Commission in addition to the 
annual report which must be prepared 
and filed with that Commission in ac- 
cordance with its own rules and regu- 
lations. 

Accounting requirements are piling 
up one upon the other and in many 
instances are conflicting. The Federal 
Power Commission in a ruling dated 
May 8, 1937, stated that accounting by 
geographical areas was not required, 
yet we are requested by the Depart- 
ment of Finance of the State of Illi- 
nois to report sales at retail subject to 
the Retailers’ Occupation Tax and 
revenues from the sale of utility serv- 
ices subject to the Public Utility Tax 
by counties. The Department of Labor 
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is requesting that payroll expenditures 
and number of employees be ac- 
counted for by geographical areas and 
has defined a geographical area as 
being any city of 10,000 or over, or 
that part of any county in Illinois out- 
side of any city or cities of 10,000 or 
over. This will necessitate segregation 
of some counties into two or more 
geographical areas for payroll account- 
ing purposes. The accounting for gas 
and ice manufacturing plants necessary 
in order to furnish data required by 
the Bureau of Census must be on a 
similar geographical basis. 

While the Federal Power Commis- 
sion in its ruling of May 8, 1937, 
stated that accounting by geographical 
areas was not required, in its form of 
annual report for 1937 it has requested 
detailed information on revenues, kilo- 
watt hour sales, number of customers, 
and statistics on overhead distribution 
systems for each community of 2,500 
population or more which is not a 
part of a large metropolitan area. To 
keep separate accounts for such com- 
munities would add thousands of in- 
dividual ledger accounts to utilities 
serving a number of communities of 
that size. 

There are duplications in reporting 
of wages paid to employees. Informa- 
tion return 1,099 is required to be 
filed with the Bureau of Internal Reve- 
nue for all wages paid to each single 
employee in the amount of $1,000 or 
more and to each married employee in 
the amount of $2,500 or more, and 
is duplicated by reports filed with the 
Federal Social Security Board with re- 
spect to wages paid to those same em- 
ployees. There appears to be still 
further duplication in the reports of 
wages paid to employees, as, in addi- 
tion to the periodical reports made to 
the Social Security Board, it appears 
that Form OAC-1001 must be filed 
with the Social Security Board, Bu- 
reau of Old-Age Assistance, Washing- 
ton, D. C., upon the death of an em- 
ployee or former employee, setting 
forth the total amount of wages paid 
to such employee or former employee 
for employment after December 31, 
1936, and prior to the date of death. 
The reports to the Federal Social Se- 
curity Board of wages paid are in 


addition to and will be practically a 
duplicate of those which it is expected 
will be required of payments made to 
individuals by the Department of La- 
bor of the State of Illinois in its ad- 
ministration of the Illinois Unemploy- 
ment Insurance Act. Wages and 
number of wage earners engaged in 
the manufacture of ice or gas must 
also be reported on still another basis 
to the United States Bureau of Census 
of the Department of Commerce. The 
Bureau of Census report applies a spe- 
cial definition to the term ‘‘wage 
earner. 


UNITING LEGAL AND ACCOUNTING 
PRINCIPLES 


One of the legislative acts which 
has brought about major changes in 
accounting practices in Illinois is the 
Illinois Business Corporation Act 
which became effective July 13, 1933. 
One of the benefits of this act will be 
to bring legal rules and accounting 
principles into closer accord. It is not 
unreasonable to assume that changes 
in the form of corporate balance sheets 
will in time be made as the result of 
this legislation. 

The use of the terms “capital” and 
“capital stock” in prior acts without 
definition resulted in much confusion 
and litigation. The use of those terms 
was avoided by the framers of the 
Illinois Business Corporation Act and 
instead use was made of a new and 
technical term ‘“‘stated capital.” This 
is an amount to be determined by the 
application of a clearly defined for- 
mula, and as so defined, becomes an 
essential factor in the computation of 
amounts available for distribution as 
dividends or for the purchase by a 
corporation of its own shares as well 
as the computation of franchise taxes 
and license fees. In my opinion, the 
fact that no accurate computation of 
surplus available for dividends can be 
made until after “stated capital’ has 
first been computed, justifies a bal- 
ance sheet caption for that item. The 
true legal “stated capital” should be 
an essential part of the balance sheet 
of every Illinois corporation, as it in- 
volves a legal concept which prohibits 
an adjustment of the amount, except 
pursuant to formal proceedings re- 


quired by statute, and would bring 
legal and accounting terminology into 
closer agreement. “‘Stated capital” is 
not a mere book balance which can be 
adjusted upward or downward by en- 
tries to record the reacquisition of 
stock. 


LAWS AND REGULATIONS 
CONFLICT 


In attempting to keep corporate 
accounts in conformity with the pro- 
visions of this act the utility account- 
ant again is confronted with conflict- 
ing law and regulation. The Uniform 
System of Accounts for Electric Utili- 
ties prescribed by the Illinois Com- 
merce Commission provides two sur- 
plus accounts, “capital surplus” and 
“earned surplus” and defines each. 
“Earned surplus” is defined as ‘‘sur- 
plus arising from earnings.” 

The Illinois Business Corporation 
Act also provides for two classes of 
surplus and designates them as “‘paid- 
in surplus” and “‘surplus.” ‘‘Paid-in 
surplus” is clearly defined in Section 
2 of the Act and, while ‘‘earned sur- 
plus” is defined in the four words by 
the Federal Power Commission and by 
the National Association of Utility 
and Railroad Commissioners, the 
framers of the Business Corporation 
Act encountered so many difficulties 
in attempting adequately to define 
“earned surplus” that the attempt was 
abandoned and no definition of the 
term was included in the Act. 


EARNED SURPLUS INDIRECTLY 
DEFINED 


The Corporation Law Committee of 
the Chicago Bar Association has agreed 
that in general the rule established by 
Section 6 of the Illinois Business Cor- 
poration Act is to the effect that the 
purchase of a corporation’s own shares 
may be made only out of “‘earned sur- 
plus.” If that rule is accepted, “earned 
surplus” is indirectly defined in Sec- 
tion 6 and may be said to be that part 
of “surplus” as distinguished from 
“paid-in surplus” which does not arise 
from unrealized appreciation in value 
or revaluation of assets, or from the 
surrender to and subsequent sale by 
the corporation of its own shares. 
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Application of this definition in- 
cludes in “earned surplus’ classes of 
surplus which are usually considered 
as “capital surplus” by utility regu- 
latory bodies and the Securities and 
Exchange Commission, and this re- 
sults in conflicts. 

“Paid-in surplus” is and must be 
determined in accordance with the re- 
quirements of the Illinois Business 
Corporation Act, and being deter- 
mined by statutory definition, should 
be set out as a separate balance sheet 
item as the law is usually considered 
to be the determining factor when 
there is conflict between law and pre- 
scribed accounting regulations. I do 
not believe that the terms ‘‘paid-in 
surplus” as defined in the Business 
Corporation Act and “capital surplus” 
as defined by the Uniform System of 
Accounts for Electric Utilities can be 
used synonymously. 

If the ‘‘surplus” account as the term 
is used in the Business Corporation 
Act includes either one or both classes 
of surplus which are not proper 
“earned surplus” it appears that good 
accounting practice would require a 
segregation of the “‘surplus’’ account 
in the balance sheet to show the 
amount of free and unrestricted sur- 
plus available for dividends as well 
as that portion of the surplus account 
which is restricted as to distribution 
as dividends under the provisions con- 
tained in Section 41 of the Act. 


THREE BALANCE SHEET ITEMS 
REQUIRED 


It appears that three balance sheet 
items would be required properly to 
set forth the two broad classes of sur- 
plus, “paid-in surplus” and “surplus” 
as those terms are used in the Business 
Corporation Act. “Paid-in surplus’’ as 
defined in the Act should be set forth 
separately, as should those classes of 
surplus which do not constitute 
“earned surplus.” Failure to segre- 
gate the surplus account between sur- 
plus available for distribution as divi- 
dends and those classes of surplus 
which are restricted as to payment in 
dividends would be misleading. 

The new forms of registration state- 
ments now being compiled by the Se- 
curities and Exchange Commission, 





according to a statement made by 
Commissioner Healy, provide for four 
surplus accounts—those four accounts 
to be (1) paid-in surplus, (2) surplus 
arising from revaluation of assets, (3) 
other capital surplus, and (4) earned 
surplus. 

It is expected that the definition of 
“paid-in surplus” adopted by the Se- 
curities and Exchange Commission will 
follow very closely that of the Ameri- 
can Institute of Accountants and if 
this is true, try to imagine the plight 
of the Illinois accountant who will be 
faced with showing two “paid-in sur- 
plus” accounts having identical titles 
but different definitions. The problem 
will be made more difficult if the defi- 
nition of “capital surplus’ adopted 
by the Securities and Exchange Com- 
mission differs from that adopted by 
the Federal Power Commission and 
the Illinois Commerce Commission. 

Other conflicts appear between the 
Uniform Systems of Accounts pre- 
scribed for Electric and Gas Utilities 
and the Illinois Business Corporation 
Act, among which are the provisions 
for accounting for the excess of value 
of consideration received over par or 
stated value of original issue shares, 
the cost of reacquired shares, the profit 
arising from sale of reacquired shares, 
and the forgiveness of debt. 


ACCOUNTING FOR MANAGERIAL 
PuRPOSES COMES First 


A careful analysis for the purpose 
of segregating the cost of accounting 
functions required by and essential to 
good management from those incurred 
to serve other purposes would no 
doubt produce interesting results. This 
additional accounting work is caused 
by a multiplicity of statistical and re- 
porting requirements set up by a great 
complexity of state and federal laws 
and regulations, which include among 
others the corporate income tax, cap- 
ital stock tax, federal social security 
and old-age payroll tax, state unem- 
ployment insurance tax, retailers’ oc- 
cupation tax, Illinois public utility tax 
and federal tax on electrical energy. 
Accounting standards have been raised 
to a generally higher level in order 
that the needs of management might 
be better served and it is suggested 
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that at this time there is urgent neces- 
sity, not so much for higher standards 
of accounting, but for a joint move- 
ment towards standardization of re- 
porting and accounting requirements 
imposed by various legislative enact- 
ments and regulatory measures. 

The new systems of accounts for 
electric and gas utilities, effective Jan- 
uary 1, 1938, have introduced ex- 
pensive accounting innovations and 
created many problems which can not 
be solved simultaneously. While the 
time for reclassification of property 
accounts and ascertainment of original 
cost runs to December 31, 1939, there 
are other problems for which the solu- 
tion will require time and which must 
be given individual treatment. It 
must be recognized that, regardless of 
the best efforts of the operating utili- 
ties, all these changes can not be ac- 
complished in a day. It is not sufh- 
cient merely to make these changes, 
they must be made in the most eco- 
nomical manner possible and still meet 
the regulatory requirements, or man- 
agement will have disregarded the in- 
terests of both customers and investors. 


How ESTABLISH ORIGINAL Cost ? 


Probably the most important and 
far-reaching change in accounting 
practices required by the Uniform 
System of Accounts prescribed by the 
Illinois Commerce Commission are 
those which require the ascertainment 
and recording of original cost of util- 
ity property and the change from re- 
tirement to depreciation accounting. 
The minutes of meetings of the Edi- 
son Electric Institute and of meetings 
similar to this are filled with papers 
and discussions as to the best method 
of establishing original cost. Out of 
all the discussion there appears to have 
arisen the conclusion that there is no 
one best method of establishing orig- 
inal cost, that conditions in the differ- 
ent companies vary widely, and that 
the best method for any particular 
company can be selected only after 
careful consideration has been given 
to the specific problems involved, the 
historical data accumulated, and the 
records available. To the extent that a 
utility company’s records reveal the 
cost of property constructed as dis- 
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tinguished from properties acquired, 
those records are unquestionably the 
best evidence of the original cost of 
the constructed property. 

Careful consideration should be 
given to a segregation of the items in- 
cluded in the acquisition adjustment 
account in order to show clearly the 
amounts included therein which rep- 
resent that part of the purchase price 
of acquired properties properly as- 
signable to the increase in price levels 
between the date of construction and 
the date of acquisition. Such amounts 
are the measure of decrease in pur- 
chasing power of the dollars originally 
invested and it appears to me that they 
do not represent true profit to the 
vendor or intangibles to the purchaser. 
It has been established that the portion 
of a purchase price in excess of the 
original cost of construction repre- 
sented by increase in price levels or 
decrease in purchasing power between 
the date of construction and the date 
of acquisition need not be classed as 
an intangible in your published bal- 
ance sheets, and at least to that extent, 
it should not be necessary to treat the 
entire balance in the acquisition ad- 
justment account as intangibles. 

It is suggested that the amount of 
tangibles included in the acquisition 
adjustment account be amortized over 
the remaining expected life of the 
property instead of accruing deprecia- 
tion on those amounts and pro-rating 
retirements of tangible property be- 
tween the original cost accounts and 
the acquisition adjustment account. 

In this connection it may be pointed 
out that the Federal Communications 
Commission made a commitment to 
the Supreme Court as to its under- 
standing of the manner in which it 
would interpret its acquisition adjust- 
ment account. This commitment stated : 


“Amounts included in the acquisition 
adjustment account that are deemed, after 
a fair consideration of all circumstances, 
to represent an investment which the ac- 
counting company has made in assets of 
a continuing value, will be retained in 
that account until such assets cease to 
exist or are retired.” 


It is my opinion that consideration 
should be given to the restatement of 
purchased properties on the gross 


basis, instead of net, as most property 
acquisitions have been recorded in the 
past. This might be of particular 
benefit to those companies which have 
been recapitalized and where charges 
for retirements made in connection 
with the recapitalization exceeded the 
balance in the retirement reserve. In 
those cases a restatement of purchased 
properties on the gross basis might 
permit a transfer of retirement charges 
absorbed in capital surplus to the de- 
preciation reserve and a restatement 
of capital surplus available for other 
charges. 

The capitalization of small units of 
property formerly replaced through 
maintenance accounts 1s an expensive 
procedure and I believe that the use 
of average costs will reduce the ac- 
counting expense and that any error 
in the plant accounts resulting from 
the use of such averages will be less 
than would result from the attempt of 
a lineman to segregate the cost of a 
job such as a single pole replacement 
between the plant, reserve, and mainte- 
nance accounts. 


CONTINUING PROPERTY RECORD 
REQUIRED 


Some discussion of the term “‘unit 
of property’ should not be out of 
place at this time. When the original 
draft of the Uniform System of Ac- 
counts was submitted to the industry 
by the Federal Power Commission, it 
contained a provision requiring all 
electric utilities subject to regulation 
by that commission to set up and main- 
tain a continuing property record. 
That mandatory provision was elimi- 
nated from the Federal Power Com- 
mission classification before its formal 
adoption and does not appear in the 
Illinois classification. However, while 
there is no unanimity of opinion on 
this point, the thought has been ad- 
vanced that a continuing property 
record is required in order to meet the 
plant accounting requirements. With- 
out adding to that argument either 
pro or con, it does appear that all of 
us may eventually be interested in at 
least two sets of “units of property,” 
and that in all probability those sets of 
units within the same utility will dif- 
fer widely. This is true because each 


list will be serving its own specific 
purpose. Those sets of units may be 
described as: 


1. Units of property to be accounted 
for separately in a continuous 
property record (if such a record 
is required). 

2. Units of property, sometimes called 
retirement units, to be used as a 
guide or unit of measurement in 
fixing the dividing line between 
maintenance and depreciation re- 
serve charges. 


If a continuing property record is 
required, the unit of property for such 
a record should be relatively large; 
for example, there appears to be no 
good reason why an entire building 
or plant should not be carried in a 
continuing property record as one unit, 
yet this by no means would suffice as 
a “unit of property” for retirement 
purposes. The retirement unit of 
property must in many instances be 
smaller units. The adoption of the 
list of retirement units by the Federal 
Power Commission and the Illinois 
Commerce Commission is a step to- 
ward standardization, yet it is a step 
only, as the list fixes maximum units. 
The upper limit is fixed, but each com- 
pany is permitted to fix its own mini- 
mums, and at that point departure is 
taken from standardization, and the 
procedure then becomes an accounting 
practice requiring the exercise of con- 
siderable judgment. 

The new accounting procedures 
which require unitization of plant ac- 
counts and the use of a schedule of 
retirement units as a guide in account- 
ing have involved the operator or en- 
gineer in certain phases of accounting 
to a greater extent than heretofore. 
Problems in plant accounting are aris- 
ing which can be solved only by con- 
stant cooperation of the operator or 
engineer and the accountant. While it 
is the function of the accountant to 
interpret accounting requirements and 
to see that accounting regulations are 
adhered to, the accountant must de- 
pend upon the engineer for interpre- 
tations of property changes. The engi- 
neer must in turn be familiar with the 
accounting principles involved in pre- 
paring estimates for or reporting field 
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expenditures. It is of the utmost im- 
portance that expenditures be reported 
accurately so that the plant accounts 
will be in accord with the physical 
property as it actually exists. It is 
possible that the unitization of exist- 
ing plant accounts and of all future 
property additions as they are made 
will result in a complete reconcilia- 
tion of the charges against the plant 
accounts and the physical property 
after completion of each project. These 
plant accounting requirements will no 
doubt increase accounting, clerical, 
drafting and blue print costs, and 
much study must be made of the var- 
ious methods of complying with the 
regulatory requirements in order that 
compliance may be had at the least 
possible additional cost. 

For your consideration, it is sug- 
gested that the Accounting Committee 
of this Association undertake a study 
of the use of average costs in connec- 
tion with the capitalization and retire- 
ment of small units of property. The 
accounting treatment to be given this 
class of expenditures deserves much 
consideration as over a period of years 
a considerable portion of your plant 
accounts will be restated on a piece- 
meal basis. It is also suggested that, 
as plant accounts are unitized, average 
prices or costs be established by price 
level periods and that retirements be 
made on that basis, using the exhaus- 
tion method. It is also suggested that 
consideration be given by the commit- 
tee to the economies in accounting costs 
which might be effected by relating 
minor items of material and supplies 
to major items. These suggestions are 
offered for your attention and consid- 
eration. 

The adoption of uniform systems of 
accounts and the standardization of 
utility accounting practices have un- 
questionably resulted in material bene- 
fits to both investors and customers, 
but it is hoped that steps will be taken 
in the not too distant future to remove 
those hardships imposed upon some 
companies as a result of such standard- 
ization. Recognition should be given 
to the fact that the accounting prob- 
lems of utilities vary in practically the 
same proportion as the operating prob- 
lems. The problems and difficulties 


encountered in accounting for the same 
volume of gross business in a highly 
concentrated property are not the same 
as in accounting for the same volume 
of business in a property which is es- 
sentially rural in characteristics and 
which includes a great number of small 
communities. It is neither practical 
nor possible, except at unreasonable 
cost, to secure the same detailed segre- 
gation of operating or construction 
expenditures in the rural type of prop- 
erty as in the metropolitan type. This 
is due primarily to the great difference 
in operating problems and to the dif- 
ferent types of organization required 
to solve those problems. There is a 
direct relationship between accounting 
requirements and accounting problems 
and this relationship should be main- 
tained. 

That accounting requirements for a 
utility serving a small community 
should contain less detail and fewer 
accounts and, therefore, be less costly 
than those for a utility serving a large 
city has been recognized by regulatory 
bodies for many years. This has been 
evidenced by the grouping of utili- 
ties into Classes A, B and C for the 
purpose of fixing accounting require- 
ments. This grouping was on the basis 
of gross revenues and at the time the 
practice was instituted produced on the 
whole satisfactory results. The results 
today are not so satisfactory. The mere 
merger of ownership of any number of 
utilities serving small communities 
should not operate to increase the ac- 
counting requirements for those com- 
munities, which is the result under the 
old and unchanged system of grouping 
on the basis of aggregate gross reve- 
nues. The real basis for determination 
of accounting requirements does not 
appear to have been changed. ‘The 
same accounting system in use by a 
utility serving 150,000 electric cus- 
tomers in one city is much more diffi- 
cult to operate and is, therefore, more 
costly when applied to a utility serv- 
ing the same number of customers 
scattered in 500 small communities. 

Many troublesome accounting prob- 
lems have been solved in the past by 
joint cooperation between the account- 
ing staff of the Illinois Commission 
and the utility accountants and it is 


sincerely believed that by the same 
means of approach solutions to the 
problems outlined in this paper may 
be worked out which will prove to be 
equally satisfactory both to the Com- 
mission and to the utilities. 





Brief Facts Concerning 


CONTROLLERS INSTITUTE 
OF AMERICA 


Organized, December 29, 1931; in- 
corporated, December 31, 1931. 

A non-profit membership corpora- 
tion, under laws of District of Co- 
lumbia. 


Membership, 1,073. Includes control- 
lers from many diversified lines 
of business and industry. 

Purposes, advancement of technical 
and other interests of controllers. 


President, HENRY C. Perry, Hey- 
wood-Wakefield Company, Gardner, 
Massachusetts. 

Eligibility Rules: Membership open 
only to controllers, and to assistant 
controllers when sponsored by 
their chiefs. (In case of company 
which has no one with title of 
controller, the person performing 
the commonly accepted duties, and 
carrying the usual responsibilities, 
of a controller, becomes eligible.) 
Associate class open to educators 
and writers and to corporate offi- 
cers of grade equal to or higher 
than that of controller. 

Branches, in nineteen cities: Balti- 
more, Boston, Bridgeport, Buffalo, 
Chicago, Cincinnati, Cleveland, 
Detroit, District of Columbia, Los 
Angeles, Milwaukee, New York 
City, Philadelphia, Pittsburgh, 
Rochester, Saint Louis, San Fran- 
cisco, Syracuse, Twin Cities (Min- 
neapolis-St. Paul). 

Meetings: Annual, on national scale; 
monthly, in nineteen cities. 

Publications: Year Books, monthly 
magazine, “The Controller,” spe- 
cial reports and pamphlets from 
time to time. 

Governed, by National Board of 
Directors of twenty-one members, 
which meets monthly (except 
July), and an Executive Commit- 
tee of five, which meets on call. 

Committees: Twelve standing and 
special committees which are con- 
stantly studying special problems 
of the controller and his work. 

Address, One East Forty-second 
Street, New York, N. Y. 
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Any controller who wishes an advance 
copy of the program of the Seventh Annual 
Meeting of The Controllers Institute of 
America may obtain one by addressing The 
Institute. 











Can Administration of Unemployment 
Insurance Be Simplified? 


Study Now Under Way Which It is Hoped Will Evolve Methods Less Bur- 
densome Than Those Now In Effect—Lessening of Volume of Detail Re- 
quired of Employers One Objective Sought—Also Simplified Benefit System. 


PECIFIC suggestions should not be 

lacking for study by the agencies 
mentioned in this article, which are 
trying to devise simpler and less ex- 
pensive methods of administering un- 
employment insurance in the states 
than are now in use. 

Ever since employment insurance 
became effective, and even before, con- 
trollers and other representatives of 
business concerns have been pointing 
out to the powers that be, many very sim- 
ple and effective ways by which the ad- 
ministration of these laws could be made 
less expensive; by which simple formu- 
las for calculating benefits could be put 
into effect; and by which much less in 
the way of information and reports 
would be required from business. 

Now the authorities are conducting 
a ‘study’ to discover how the whole 
procedure can be simplified. It is to 
be hoped that something definite will 
come out of the “study,” after the 
many breakdowns of state administra- 
tions which have been witnessed in the 
past six months. 

Here is a suggestion for those in 
charge of the “study”: Call in any 
controller of a business concern, or a 
group of controllers. 

—THE EDITor. 


A study which is hoped will result 
in some steps being taken to simplify 
current unemployment insurance pro- 
cedures is being made under the direc- 
tion of the Social Security Board. An- 
nouncement that such a study was 
being undertaken was made in June, 
and at that time the hope was ex- 
pressed by the Board that by Septem- 
ber specific recommendations would 
have been drafted for revision of state 
administrative methods, and possibly 
of state laws. 

The study is a joint undertaking of 





the Bureau of Unemployment Com- 
pensation of the Board, the individual 
state agencies, and the Interstate Con- 
ference of Unemployment Compensa- 
tion Agencies. Together they are 
analyzing information concerning the 
present operation of state unemploy- 
ment insurance laws, and are under- 
taking special studies to determine the 
relative effectiveness of procedures 
now in operation, and various pro- 
posed substitutes. In connection with 
these studies it was announced that 
the Board will tap the current thinking 
of state officials and of informed repre- 
sentatives of employers, labor, and the 
general public. 

Commenting on the purpose of the 
study, Mr. R. Gorden Wagenet, di- 
rector of the Bureau of Unemployment 
Compensation, said: “We have now 
had, for the first time in this country, 
actual experience in the operation of 
an unemployment insurance system. 
With this as a yardstick we can meas- 
ure our assumptions and theories about 
unemployment insurance against the 
reality of performance and make neces- 
sary revisions based on facts.” 

The principal aims of the study 
were listed by Mr. Wagenet as fol- 
lows: 


1. Greater economy in unemployment 
insurance administration. 

2. Development of methods for cal- 
culating and paying benefits which 
will be more easily understood by 
workers and employers and will 
result in more prompt payment of 
benefits. 

3. Reduction, in so far as possible, 
of the volume of detail required of 
employers in complying with the 
legislation. 

Mr. Wagenet explained that recent 
months have yielded considerable data 
on the operation of contribution, bene- 


fit, and claims procedures in state 
unemployment insurance systems which, 
critically examined and tested, will 
point the way for developments in 
unemployment insurance during the 
next few years. 

“It is important to remember,” Mr. 
Wagenet stated, ‘‘that the state admin- 
istrative agencies and the Social Se- 
curity Board had at the outset very 
little experience to guide them in mat- 
ters of detail. Furthermore, the Amer- 
ican system of unemployment insur- 
ance is fundamentally different from 
those of most other countries. We pro- 
vide benefits in proportion to a man’s 
past wages, rather than a flat amount 
regardless of former wages—a method 
which is considerably more difficult to 
administer. In view of this fact, and 
in view of the rapidity with which the 
program was established throughout 
the country, the states have on the 
whole done an exceedingly good job. 
There are still difficulties, however, 
and some provisions in existing laws 
are unduly complicated.” 

The principal complaints of con- 
trollers are that too much detailed in- 
formation is required from employers, 
as to wages earned; too frequent re- 
ports; forms promulgated by various 
states differing too often in minor par- 
ticulars; and too complicated for- 
mulas for determining the amounts of 
payments to be made to unemployed 
workers. Much sentiment exists in 
favor of substituting separation re- 
ports for the many required concern- 
ing earnings of individual workers 
under the present system. 

Various groups of controllers, and 
other groups of which controllers are 
a part, have made specific recommen- 
dations to the Social Security Board 
concerning changes which might be 
made in the interest of simplification. 
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CONTROLLERS TO ATTEND SEVENTH INTER- 
NATIONAL MANAGEMENT CONGRESS 
AT WASHINGTON 


The program of the Seventh Inter- 
national Management Congress, to be 
held September 19-23, at Washington, 
was made public early in August. 
Preparations for the Congress have 
been in progress for more than a year. 

The two official themes of the Con- 
gress are, ‘Recent Developments in 
Management,” and “Economic and So- 
cial Aspects of Management.” These 
assemblages are conducted at intervals 
of three years, and are participated 
in by leaders in this field. 

This year, for the first time, the 
Controllers Institute of America is 
represented. President Henry C. Perry, 
controller and treasurer of the Hey- 
wood-Wakefield Company, of Gard- 
ner, Massachusetts, will present a pa- 
per entitled, “Control of Business 
Through an Integrated Corporate 
Budget.” 

More than two hundred papers on 
a wide range of subjects relating to 
administration, production, distribu- 
tion, personnel, agriculture, and the 
home, have been printed in six vol- 
umes and will be distributed to all 
registrants prior to the Congress. 
These papers will serve as the basis 
for discussion at the simultaneous tech- 
nical sessions. They will not be read 
at the sessions. Therefore, early regis- 
tration is urged so that these volumes 
can be shipped at once and thus give 


each registrant time to study the papers . 


before going to Washington. 

At the general sessions of the Con- 
gress a feature will be the presentation 
of both American and foreign points 
of view on the most important aspects 
of management in relation to social 
and economic problems. All of the 
addresses made at the general sessions, 
as well as summaries of the discussion 
at technical sessions, will be printed 
in a final seventh volume to be dis- 
tributed to registrants after the Con- 
gress. 

Mr. Willis H. Booth is honorary 
chairman. Secretary of State Cordell 
Hull will deliver the address of wel- 
come. 

Controllers, the “right arm of man- 


agement,” are deeply interested in this 
series of meetings. Registrations are 
to be sent to Nathaniel W. Barnes, 
executive secretary of the Congress, at 
347 Madison Avenue, Room 201, 
New York City. He will send regis- 
tration forms and programs upon ap- 
plication. 


PARTIAL REPORT ON 
INVESTMENT TRUSTS 


The Securities and Exchange Com- 
mission under date of July 28 trans- 
mitted to the Congress Chapters I and 
II of Part Two of its over-all report 
on the study of investment trusts and 
investment companies, which it has 
conducted pursuant to Section 30 of 
the Public Utility Holding Company 
Act of 1935. Part Two will consist 
of eight chapters and will contain, in 
addition to the statistics in Chapters 
I and II, various statistical compila- 
tions relating to sales and repurchases 
of investment company securities, trad- 
ing in these issues, ownership of 
investment companies, their perform- 
ance, investors’ experience, and port- 
folios of investment companies for the 
period 1927 through 1936, and in 
some cases through 1937. 

Chapter I of Part Two merely de- 
scribes the statistical methods em- 
ployed, the scope of the statistical data, 
and the qualifications of these sta- 
tistics. 

Chapter II of that part, which is 
ptimarily factual and descriptive, con- 
tains approximately 80 tables and 
charts, and gives a detailed statistical 
picture of the growth and develop- 
ment of investment trusts and invest- 
ment companies in this country from 
1927 through 1936, bringing down to 
date the description of the origins of 
the investment trust and investment 
company movement in the United 
States presented in Chapter III of Part 
One of the over-all report transmitted 
to the Congress on June 10, 1938. 
This chapter contains a detailed analy- 
sis of the number and total assets of 
the investment trusts and investment 


companies included in the study, with 
a statistical coverage of about 90% of 
the assets of the entire industry for 
the years 1927 to 1937. 

The study and report were under 
the general supervision of Commis- 
sioner Robert E. Healy. 

Approximately 160 investment trusts 
and investment companies were in 
existence at the end of 1926, and 680 
at the end of 1929. Although about 
1,100 investment companies and 
trusts had been formed during the 
years from 1927 through 1936, only 
about 560 companies were known to 
be active at the end of 1936, the small- 
est number at any year-end subse- 
quent to 1928. Approximately 700 
companies went out of existence dur- 
ing the period 1927 to 1936 as the 
result of dissolutions, liquidations, re- 
ceiverships, bankruptcies, consolida- 
tions or mergers. 

The report discloses that the total 
assets at market value of all the in- 
vestment trusts and investment com- 
panies included in the study fluctuated 
widely during the period 1927-1937, 
reflecting not only appreciation and 
depreciation of assets but also factors 
such as the inflow and outflow of 
capital, payment of dividends and the 
like. These total assets, which did not 
exceed $1,800,000,000 at the end of 
1927, had by the end of 1929 totalled 
approximately $6,300,000,000. From 
this year-end peak, the total assets rap- 
idly decreased to about $2,500,000,000 
at the end of 1932. After little change 
in 1933 and 1934, considerable re- 
covery occurred in 1935 and 1936, 
when total assets increased from $2,- 
700,000,000 at the end of 1934 to 
more than $4,300,000,000 at the close 
of 1936. 

The report further indicates that 
much greater fluctuations in total as- 
sets of investment trusts and com- 
panies occurred than is shown by the 
year-end data used for the purposes 
of the study. For example, it is esti- 
mated that the total assets of the 
companies studied reached $8,000,- 
000,000 in the fall of 1929 prior to 
the break in security prices and fell 
to below $2,000,000,000 in the mid- 
dle of 1932, the lowest point. 
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Nominations for Directors and Auditors 


The Committee on Nominations, of 
The Controllers Institute of America, has 
submitted to the members of The Insti- 
tute a list of seven nominees for directors 
for terms of three years each; and two 
nominees for auditors, for terms of one 
year each, as follows: 


For Directors: Mr. FraNcis J. BRETT, 
Niagara Hudson Power Corporation, New 
York City; Mr. WESLEY CUNNINGHAM, 
General Petroleum Corporation of Califor- 
nia, Los Angeles; Mr. V. L. Ettiott, The 
Atlantic Refining Company, Philadelphia; 
Mr. Epwarp C. Hor, The American Brake 
Shoe & Foundry Company, New York City; 
Mr. Oscar N. LINDAHL, Universal Atl1s 
Cement Company, Chicago; Mr. JOHN H. 
McGuioon, McKesson & Robbins, Inc., 
Bridgeport, Connecticut; Mr. Epwarp V. 
Mitts, Fireman’s Fund Insurance Com- 
pany, San Francisco. 

For Auditors: Mr. ROBERT MEYER, MR. 
WILLIAM F. Siac. 


The Committee on Nominations is com- 
posed of: Mr. Frank Wild, of E. R. 
Squibb & Sons, Brooklyn, New York, 
chairman; Mr. A. E. Church, Street & 
Smith Publications, Inc., New York City; 
Mr. F. D. Colburn, The Hegeman-Harris 
Company, Inc., New York City; Mr. J. F. 
Twomey, National Dairy Products Cor- 
poration, New York City; Mr. W. B. S. 
Winans, Cities Service Company, New 
York City. 


“To Be Used by Outsiders Later 


for Company's Discomfiture” 


“Some Dangers of Over-Regulation” is 
the title of an article by Mr. George S. 
Cremer, C.P.A., in the July issue of 
“The New York Certified Public Ac- 
countant.” Mr. Cremer tells of an ac- 
counting officer of a large utility com- 
pany who was discussing the 1934 
uniform system of accounts for electric 
corporations promulgated by one of the 
several government agencies which has a 
hand in this field. This accounting off- 
cer commented that the uniform system 
of accounts required that “he should write 
in his company’s books of account state- 
ments intended not to show its own his- 
tory but to provide material to be used 
later by outsiders for its discomfiture.” 


Nearly Seven Hundred Companies 
Change to Natural Business Year 


Considerable attention is being paid 
by public accountants to increasing the 
use by business concerns of the so-called 
natural business year, as contrasted with 





HOUSE ORGANS WANTED 


Many members of The Controllers 
Institute of America have placed The 
Institute on the mailing lists of their 
companies to receive copies of house 
organs, magazines, and the like which 
are published by their companies, as 
well as annual reports. It is requested 
that controllers who can. extend this 
courtesy to The Institute arrange to 
have copies of such publications mailed 
regularly. 











the calendar year. Reports that 684 com- 
panies have chanaged from the calendar 
year to the natural business year in re- 
cent months were made by 301 account- 
ants who responded to a questionnaire 
circulated by the American Institute of 
Accountants, 


Three Years’ Progress toward 
Social Security 


A leaflet entitled “Three Years’ Prog- 
ress toward Social Security” has been 
published by the Social Security Board. 
The three years are from August 14, 
1935, to August 14, 1938. It was on 
August 14 that the Social Security Act 
was signed. The pamphlet describes the 
progress that has been made by the Social 
Security Board in that period. 


How Controllers Are Reporting 
Blocked Foreign Net Profits 


An item which is making its appear- 
ance in the financial reports of many cor- 
porations which do business abroad is 
“blocked foreign net profits.” These com- 
panies are compelled to report earnings 
after deducting “blocked foreign profits.” 
One company reports the earnings, but 
with the notation that remittance is re- 
stricted. 

Still another American company which 
has two companies in foreign countries 
where there are restrictions, consolidates 
the earnings in the statement, but the 
“blocked profits’ are reported as de- 
ferred income. This is treated as a re- 
serve account which appears on the li- 
ability side of the statement. 


Security Registrations Light 
during First Half of Year 
Effective registrations of securities 
under the 1933 Act of approximately 


$270,000,000 during June, 1938, were the 
largest since August, 1937; effective reg- 
istrations for the half year were approxi- 
mately $750,000,000, amounting to 35 
per cent. of the total for the first half of 
1937, and 30 per cent. of the total for 
the first half of 1936. 

While the registrations during the first 
half of the year covered the entire field 
of industry, the bulk of their dollar value 
was accounted for by a handful of large 
blocks of investment company securities 
(of which only a fraction has been sold 
during the period) and by a few large 
manufacturing company issues. 

In the case of the issues registered dur- 
ing the first half of 1938, about 40 per 
cent. of the estimated net proceeds was 
intended for repayment of indebtedness, 
about 27 per cent. was to be used for 
plant and equipment expenditures, an- 
other 20 per cent. was to go for purchase 
of securities for investment, and about 
6 per cent. was to be used for additional 
working capital. 

These facts are from a report made 
July 29 by the Securities and Exchange 
Commission. 


Statistics Concerning Underwriting 
of Registered Issues 


The Securities and Exchange Commis- 
sion made public on August 3 a group of 
statistical compilations relating to the 
underwriting and distribution of issues 
registered under the Securities Act of 
1933. Most of these tabulations present 
data for the second quarter of 1938 com- 
parable to information previously issued 
by the Commission. 

The following tabulations were pub- 
lished: Table I in which are presented 
averages of gross underwriting spreads, 
selling group commissions and miscel- 
laneous bond issue characteristics for 
securities floated during the second quar- 
ter of 1938 and for preceding three- 
month periods as far back as the third 
quarter of 1936; Tables II and III cover- 
ing underwriting participations for the 
second quarter and first half of 1938, re- 
spectively; Table IV presenting miscel- 
laneous underwriting data for the in- 
dividual issues offered between April 1 
and June 30, 1938; and Tables V and VI 
which contain an analysis of the ex- 
penses of flotation for registered issues 
for the last six months of 1937 and the 
full year 1937, respectively. 

Although similar information on ex- 
penses of flotation might have been pre- 
sented for the first six months of 1938, 





—— am & 


as 


Qo a 


The Controller, September, 1938 


263 





[nt 


st 


to Controllers 


and Financial Officers 








the data have not been released because, 
as a result of the relative inactivity of 
the capital markets during this period, 
the compilation covers too small a sam- 
ple of issues to have sufficient validity 
for comparative purposes. 


Illinois Issues Unemployment Compensation 
Regulations 

The Division of Unemployment Com- 
pensation of the Department of Labor of 
the State of Illinois has prepared its reg- 
ulations and forms with respect to ad- 
ministration of the Unemployment Com- 
pensation Act. 

Among the regulations is “Regulation 
12—Reports” which gives details as to 
reporting of wage data; Form No. UC-40, 
which is an employer’s report of wages 
payable to each worker; Form UC-3, 
which is an employer’s contribution re- 
port; Form UC-41, which is a wage and 
separation report; Form UC-41A, on 
which to make application for permission 
to report on a separation basis and to be 
exempted from current quarterly report- 
ing of wage data. 

The Chicago Control of The Control- 
lers Institute of America has been co- 
operating with the Division of Unem- 
ployment Compensation of Illinois in the 
preparation of regulations and reports. 
It is understood that Form 41 is to be re- 
vised. 


More Than Forty Million 
Old Age Benefit Cards 

With 40,097,446 applications for 
old-age insurance account numbers on 
file as of July 31, the Social Security 
Board stated on August 25 that it had 
certified for payment during 25 work- 
ing days of July, 14,990 old-age in- 
surance claims amounting to $785,662. 
The Board received 532,289 new re- 
quests for account numbers during 
July. The July, 1938, account card 
total is an increase of 8,236,378 ap- 
plications over the 31,861,068 total 
as of July, 1937. 


Analysis of Wage-Hour Act 


The Chamber of Commerce of the United 
States has issued a pamphlet entitled 
“Wage-Hour Law” in which an analysis 
is made of the provisions of the ‘Fair 
Labor Standards Act of 1938,” the official 
title of the act. This analysis is detailed 
and comprehensive. 





Planning Committee Report | 
Sent to Members 

A Preliminary Report of the Plan- 
ning Committee of The Controllers 
Institute of America recently was 
sent to members, for study and com- 
ment. Appointment of the commit- 
tee was authorized in December, 
1936, by the Board of Directors of 
The Institute. 

The committee was asked to define 
and coordinate the policies and long 
range objectives of The Institute, to 
lay out a plan for combining current 
activities with such long range ob- 
jectives, and to make suggestions 
from time to time to the Board of 
Directors as to new work to be un- 
dertaken by The Institute. 

President Henry C. Perry, in trans- 
mitting the preliminary report, said: 
“The significant thing about this re- 
port of the Planning Committee is 
that it sets forth in definite form, for 
the first time, the policies and ob- 
jectives of The Institute, as they have 
been evolved through the years, 
stated in general terms.” 

Mr. Daniel J. Hennessy is chair- 
man of the Planning Committee. 











INTRODUCTION TO FEDERAL TAXA- 
TION (1938 ACT). Second Edition, by 
George T. Altman, C.P.A. Commerce 
Clearing House, Inc., Chicago and New 
York. 256 pages. Fabrikoid, $2.00. 

The first edition of this book, which was 
reviewed in the May, 1936, issue of THE 
CONTROLLER, was principally devoted to 
the federal income tax. In a final chapter 
consideration was given to the capital 
stock tax, the excess-profits tax, the gift 
tax, and the estate tax. In the second 
edition now available Mr. Altman points 
out that within the last twelve months 
novel trends have been developing in fed- 
eral taxation. This revised edition of 
twenty-three chapters reflects these chang- 
ing trends, gives effect to the many new 
provisions of the 1938 Act, and reduces 
to simple terms the more involved phrase- 
ology of the legislative experts. 

Several chapters extend the study to fed- 
eral excise taxes and amplify the treatment 
of the federal gift and estate taxes. The 
book is intended to span the entire system 
of federal internal revenue. 


Reviewed by HARVEY M. KELLEY. 


Committee Appointments 


Mr. Louis M. Nichols, General Elec- 
tric Supply Corporation, president of the 
Bridgeport Control, has appointed as 
chairman of the Membership Committee 
of the Control for 1938-1939 Mr. F. A. 
Pearce, The Torrington Company, Tor- 
rington, Connecticut. 


President C. C. Gibson, of the San 
Francisco Control, has appointed chair- 
men of committees for the coming year 
as follows: 


Membership: Mr. L. W. Hughes, Cali- 
fornia Corrugated Culvert Company, 
Berkeley. 

Taxation: Mr. F. J. Meley, The H. C. 
Capbell Company, Oakland. 

Program: Mr. J. F. Garvin, Fibreboard 
Products, Inc., San Francisco. 

Admissions: Mr. J. R. McKee, California 
Casualty Indemnity Exchange, San Fran- 
cisco. 


President Patch, of the Cleveland Control, 
has appointed these committees: 


Admissions and Membership: J. J. Anza- 
lone, Chairman; F. J. Carr, J. E. Heidgen. 

Programs and Entertainment: H. P. 
Thornton, Chairman; J. Iglauer, Samuel 
Dunlap. 

Auditing: C. C. McConkie, Chairman; 
C. L. Cole. 


Public Accountants To Meet 
in Cincinnati 


The annual meeting of the American 
Institute of Accountants will be held in 
Cincinnati during the early part of the 
week of September 26. The Ohio Society 
of Certified Public Accountants will be 
host to The Institute. 





Inquiries Concerning Institute Invited 

The Controllers Institute of Amer- 
ica is a technical, and in a sense a 
professional organization composed 
of nearly 1,100 controllers of the 
larger corporations of the United 
States. Membership is open to con- 
trollers, and to those performing the 
duties of a controller as defined by 
The Institute, even though the appli- 
cant may have some other title. In- 
quiries are invited. A description 
of the duties of a controller, as de- 
fined by The Institute, will be sent on 
request. Address, The Controllers 
Institute of America, One East Forty- 
second Street, New York City. 

















New Proxy Rules May Impede and Delay 
Ordinary Business Routines 


Solicitation of Proxies from Shareholders Will Involve Publishing Voluminous Informa- 
tion in Many Cases—Securities and Exchange Commission Stiffens Requirements but 
Provides Sufficient Exemptions To Lighten Burden Somewhat—Effective October 1. 


N October 1, 1938, a set of new 

proxy rules and regulations, 
governing the solicitation of proxies 
from shareholders by corporations and 
others, will become effective. They 
were announced on August 11 by the 
Securities and Exchange Commission. 
The rules apply to securities regis- 
tered on securities exchanges. 

The commission announces that the 
new rules “substantially broaden the 
amount of information which is to 
be made available to the security 
holders whose proxies are solicited.” 
This is putting it mildly. There are 
several exemptions, however, which 
help some. One of these exemptions 
applies to solicitations of proxies, con- 
sents, or authorizations evidenced by 
securities which are registered under 
the Securities Act of 1933. 

—THE EpIror. 


The Securities and Exchange Com- 
mission on August 11 announced the 
first complete revision of its proxy 
tules since the original rules were 
adopted on September 24, 1935. The 
revision, which has been in prepara- 
tion for several months, is based on 
the experience of security holders, cor- 
porations and the commission’s staff 
over the period of almost three years 
since the first rules were adopted. In 
announcing the new rules the com- 
mission said: 


“The new rules which apply to se- 
curities registered on national securi- 
ties exchanges substantially broaden 
the amount of information which is to 
be made available to the security hold- 
ers whose proxies are solicited and in- 
crease the facility with which he may 
determine the nature of the matters 
upon which a vote is being sought. 


“The keystone of the new rules is 
the requirement that a ‘proxy state- 
ment’ must be sent to each person 
whose proxy is being solicited. These 
‘proxy statements,’ which must meet 
certain standards of legibility, must 
set forth (a) the identity of persons 
soliciting the proxy, (b) the nature 
of the matters to be voted on under 
the proxy, (c) power of the security 
holder to revoke his proxy and the 
rights of dissenting stockholders, and 
(d) the expenses of the solicitation 
including all compensation paid to 
solicitors. In addition, certain finan- 
cial data are sometimes required to be 
included. 

‘Another feature of the new rules 
is that the security holder who is being 
solicited must be given the opportunity 
to direct how his vote shall be cast on 
each of the items under consideration. 
In other words, the proxy must pro- 
vide some definite means whereby the 
security holder may indicate how he 
desires his vote to be cast on a given 
proposition and whereby the authority 
of the holders of the proxy will be 
limited accordingly. Of course, if the 
security holder wishes to confer full 
discretion upon the persons soliciting 
his proxy he may do so. 


INFORMATION CONCERNING PRO- 
SPECTIVE DIRECTORS 

“Where the solicitation of proxies 
covers the election of directors, the 
‘proxy statement’ must give certain 
information as to each person for 
whom it is intended to vote. Where 
the question is one of the issuance of 
securities or the alteration of the finan- 
cial structure, certain financial infor- 
mation must be included in the ‘proxy 
statement.’ Under certain conditions, 
however, this financial information 


may be omitted, but in any event ref- 
erence must be made to the material 
which is already publicly on file with 
the commission. 

“The new rules have been desig- 
nated ‘Regulation X-14.’ The items of 
information to be given in the ‘proxy 
statement’ are listed in Schedule 14A. 
The new regulation does not pre- 
scribe in any way what matters should 
be submitted to a vote of security 
holders, but it is based upon the 
principle that when a question is pre- 
sented to security holders for their 
specific action the essential informa- 
tion should be furnished them so far 
as is possible. 


COMMISSION WILL ADVISE 
CORPORATIONS 

“The rules require that three copies 
of the ‘proxy statement’ must be filed 
with the commission at the time solici- 
tation begins. The new rules make no 
provision for a ‘waiting period’ after 
the filing of the material with the com- 
mission. Furthermore, the commission 
has adopted the policy of consultation 
and assistance for the benefit of per- 
sons who desire to prepare the ma- 
terial which must be filed under the 
new regulation. Any person desiring 
informal opinions or suggestions in 
this connection is requested to present 
his requests as far in advance of the 
solicitation as practicable. 

“In adopting the new regulation the 
commission has recognized that it may 
at times become necessary for a man- 
agement to modify a proposal after 
the solicitation is made and before the 
actual vote is taken, or to consider cer- 
tain questions which were not antici- 
pated at the time of the solicitation. 
Likewise, general questions are some- 
times submitted to security holders be- 
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fore the terms and conditions have 
been determined. In order to allow nec- 
essary flexibility in such cases there is a 
provision that information not known 
or reasonably available to the persons 
making the solicitation may be omitted 
from the proxy statement, and that 
information as to matters to occur or 
to be determined in the future need 
be given only in terms of present in- 
tention. In such case however there 
must be set forth, to the extent prac- 
ticable, the limits of the authority in- 
tended to be conferred. 

“Several types of solicitations are 
exempted from the operation of the 
rules. In place of the present exemp- 
tions relating to solicitations by banks, 
dealers, brokers, nominees, custodians, 
and trustees, there is a new exemption 
relating to certain solicitations by a 
person in respect of securities carried 
in his name or in the name of his 
nominee, or held in his custody. Such 
solicitations are exempt if the person 
receives no remuneration for the solici- 
tation and furnishes a copy of all so- 
liciting material to the person whose 
proxy is solicited. There is also an 
exemption for solicitations of proxies, 
consents or authorizations evidenced 
by securities which are registered 
under the Securities Act of 1933. So- 
licitations of acceptances of a plan 
of reorganization under the recently 
enacted Chapter X of the Bankruptcy 
Act, or of authorizations to accept any 
such plan, are likewise exempt if made 
subsequent to the entry of an order 
approving such plan pursuant to Sec- 
tion 174 of that act. 

“In addition to the exemptions ap- 
pearing in the text of the new regula- 
tion, a further exemption is provided 
by Section 77 of the Bankruptcy Act 
with reference to certain proxies in 
connection with railroad reorganiza- 
tions, by Rule JF4(b) with reference 
to securities admitted to unlisted trad- 
ing privileges, but not listed and 
registered on a national securities ex- 
change, and by Rule AN18 with ref- 
erence to securities of foreign issuers 
and American depositary receipts. 

“By virtue of Rule U-12E-2 under 
the Public Utility Holding Company 
Act of 1935, the new regulation is 
applicable to certain types of solicita- 


tions regarding securities of registered 
holding companies or subsidiaries 
thereof. 

“The present rules will continue in 
effect until October 1, 1938, and will 
apply thereafter as to certain solicita- 
tions begun before that date.” 


The action taken by the commis- 
sion is announced as follows: 


“The Securities and Exchange Com- 
mission, deeming it necessary and ap- 
propriate in the public interest and for 
the protection of investors and neces- 
sary for the execution of the functions 
vested in it so to do, pursuant to 
authority conferred upon it by the 
Securities Exchange Act of 1934, par- 
ticularly Sections 14(a) and 23(a) 
thereof, hereby takes the following 
action : 


“1. Rules LA1 to LA7 inclusive, as 
heretofore in effect, are hereby 
rescinded. 

“2. The following rules and sched- 
ule, designated ‘Regulation X- 
14,’ are hereby adopted’: The 
regulation follows: 


REGULATION X-14 


RULES RELATING TO SOLICITATION 
OF PROXIES, CONSENTS AND AU- 
THORIZATIONS, INCLUDING 
SCHEDULE 14A 


Rule X-14A-1. Proxy Statement 


No solicitation subject to Section 14(a) 
of the Act shall be made unless a written 
“proxy statement’? is concurrently fur- 
nished or has previously been furnished 
to each person solicited. Such proxy state- 
ment shall contain the information specified 
in such of the items of Schedule 14A, as 
may be applicable in the particular case: 
Provided, however, that— 

(a) Except as to item 1(a) of Schedule 
14A, no statement need be made in the 
proxy statement in response to any item 
or sub-item of Schedule 14A which is in- 
applicable, or the answer to which is in 
the negative. None of the items need be 
restated in the proxy statement, and the 
order of the items and sub-items in the 
schedule need not be followed. Informa- 
tion required by more than one applicable 
item need not be repeated in the proxy 
statement. 

(b) Any information required to be in- 
cluded in the proxy statement which is 
not known and not reasonably available 
to the persons making the solicitation may 
be omitted, if a brief statement of the 
circumstances rendering such information 
unavailable is made in the proxy statement. 
Likewise, information as to matters to oc- 
cur or to be determined in the future need 
be given only in terms of present inten- 
tion, but in such case there shall be set 
forth, to the extent practicable, the maxi- 


mum and minimum limits of the authority 
to be conferred concerning each such mat- 
ter. 

(c) There may be omitted from the 
proxy statement any information con- 
tained in any document which has been 
furnished within a reasonable time in 
advance of the solicitation to each person 
solicited, if a clear reference is made to 
the place where such information appears. 
Any statement made in the proxy state- 
ment may be qualified by clear reference 
to any such document, or to any document 
which is on file with the commission and 
with each exchange on which the secu- 
rities are listed. 

(d) In all cases in which past occur- 
rences are to be consented to or acted upon 
pursuant to the proxy, the applicable items 
of Schedule 14A shall be read in the past 
tense, if appropriate. 

(e) Unless the context clearly shows 
otherwise, whenever any fixed period of 
time in the past is indicated, such period 
shall be computed from the date of filing 
the proxy statement. 


Rule X-14A-2. Duty to Provide Means by 
Which Desired Action Can Be Speci- 
fied 

No solicitation subject to Section 14(a) 

of the Act shall be made unless (a) means 
shall have been provided whereby the per- 
son solicited is afforded an opportunity to 
specify, in a space provided in the form 
of proxy or otherwise, the action which 
such person desires to be taken pursuant 
to the proxy on each matter, or each group 
of related matters as a whole, described 
in the proxy statement as intended to be 
acted upon, other than the election of 
directors or other officials, and (b) the 
authority conferred as to each such matter 
or group of matters is limited by the speci- 
fication so made. Nothing in Regulation 
X-14 shall prevent the solicitation of a 
proxy conferring discretionary authority 
with respect to matters as to which the 
person solicited does not make the specifi- 
cation provided for above, or with respect 
to matters not known or determined at the 
time of the solicitation, or with respect to 
elections of directors or other officials. 


Rule X-14A-3. 
Material 

Every printed proxy statement and form 
of proxy, and all related printed material 
furnished to the persons solicited in con- 
nection with any solicitation subject to Sec- 
tion 14(a) of the Act, other than docu- 
ments not prepared in connection with the 
solicitation, shall be set in type not smaller 
than 10-point roman, at least 2-point 
leaded; except that financial statements may 
be set in type not smaller than 8-point 
roman, if necessary for convenient presen- 
tation. 


Legibility of Soliciting 


Rule X-14A-4. Duty to File Material with 
Commission and Exchange 

(a) Three copies of each of the follow- 
ing documents shall be filed with the com- 
mission at its office in Washington, D. C., 
and one copy with each exchange on which 
is listed the security with respect to which 
any solicitation subject to Section 14(a) 
of the Act is made: 
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(1) The proxy statement, form of proxy, 
and any additional material intended 
to be furnished to security holders 
along with the proxy statement; 

(2) Any additional material relating to the 
same subject matter or meeting fur- 
nished to any substantial number of 
security holders after the first solicita- 
tion; and 
Any document to which reference is 
made in the proxy statement in ac- 
cordance with Rule X-14A-1(c), un- 
less such document shall have been 
previously filed with the Commission 
and the exchange. 


(b) The material described in  para- 
graphs (a)(1) and (a)(3) above shall 
be filed not later than the time when the 
first solicitation is made. The material 
described in paragraph (a) (2) above shall 
be filed not later than the time when such 
material is first sent or given to any se- 
curity holders. 

(c) If any document filed pursuant to 
paragraph (a) of this rule is amended 
after the filing thereof, a copy of the 
amendment or amended document shall be 
filed with each exchange on which the se- 
curity is listed and three copies with the 
commission not later than the time when 
such amended document is first sent or 
given to any security holders. 


(3 


~— 


Rule X-14A-5. False or Misleading State- 
ments 

No solicitation subject to Section 14(a) 
of the Act shall be made by means of any 
form of proxy, notice of meeting, or other 
communication containing any statement 
which, at the time and in the light of the 
circumstances under which it is made, is 
false or misleading with respect to any 
material fact, or omits to state any ma- 
terial fact necessary in order to make the 
statements therein not false or misleading. 


Rule X-14A-6. Duty of Issuer to Furnish 
Information and Mail Proxies at Re- 
quest of Security Holder 

No solicitation subject to Section 14(a) 
of the Act shall be made by or on behalf 
of the issuer or its management, directly 
or indirectly, unless the issuer performs 
or has performed such of the following acts 
as may be duly requested by any record 
owner of any security of the issuer (here- 
inafter called ‘the applicant’) with respect 
to the same subject matter or meeting: 


(a) At the written request of the ap- 
plicant, the issuer shall furnish the follow- 
ing information: 


(1) A statement of the approximate num- 
ber of the holders of record of any 
specified class of securities of which 
any of the holders have been or are to 
be solicited by or on behalf of the 
issuer or its management (as of any 
date selected in connection with such 
solicitation, or if none has been se- 
lected, approximately as of the date 
designated by the applicant), and the 
approximate number of any other hold- 
ers of the specified class of securities 
who have been or are to be solicited 
by or on behalf of the issuer or its 
management; and 


(2) An estimate of the cost of mailing a 
specified form of proxy or other com- 
munication to such holders. 


Any information requested pursuant to this 
paragraph shall be mailed or otherwise 
furnished on or before the third business 
day after receipt of the written request. 

(b) At the written request of the appli- 
cant, copies of any form of proxy or other 
communication furnished by the applicant 
shall be mailed by the issuer to holders 
of record (as of the date selected under 
(a)) of any specified class of securities of 
which any of the holders have been or are 
to be solicited by or on behalf of the issuer 
or its management, and to any other hold- 
ers of the specified class of securities who 
have been or are to be solicited by or on 
behalf of the issuer or its management. 
Such material shall be mailed with reason- 
able promptness after receipt by the issuer 
of a tender of the material to be mailed, 
of envelopes or other containers therefor, 
of postage or payment for postage, and of 
reasonable reimbursement to the issuer of 
all expenses incurred in connection with 
such mailing or of a surety company bond 
satisfactory to the issuer in an amount 
sufficient to cover such expenses; except 
that such material need not be mailed prior 
to the first day on which the solicitation is 
made by or on behalf of the issuer or its 
management. 


Rule X-14A-7. Solicitations to Which Rules 
Are Not Applicable 
Notwithstanding any other provision in 
this regulation, the rules contained therein 
shall not apply to: 


(a) Any solicitation made otherwise 
than by the use of the mails or by any 
means or instrumentality of interstate com- 
merce or of any facility of any national 
securities exchange; 

(b) Any solicitation of a proxy by any 
person in respect of securities carried in 
his name or in the name of his nominee, or 
held in his custody, if (1) such person 
receives no commission or remuneration 
for such solicitation, directly or indirectly, 
other than reimbursement of reasonable 
out-of-pocket expenses and clerical ex- 
penses, and (2) such person furnishes to 
the person solicited a copy of all soliciting 
material which the persons on whose be- 
half the solicitation is made are sending 
to other persons: Provided, however, that 
this exemption shall not be applicable to 
any solicitation by a voting trustee in re- 
spect of securities of which he is trustee; 

(c) Any solicitation of a proxy by any 
person in respect of securities of which he 
is the beneficial owner; 

(d) Any solicitation of a proxy evi- 
denced by a certificate of deposit or other 
security which is registered under the Se- 
curities Act of 1933: 

(e) Any solicitation of an acceptance, 
conditional or unconditional, of a plan of 
reorganization under Chapter X of the 
Bankruptcy Act, as amended, or of an au- 
thority, conditional or unconditional, to 
accept any such plan, if such solicitation 
is made after the entry of an order approv- 
ing such plan pursuant to Section 174 of 
said Act and after, or concurrently with, 
the transmittal of information concerning 


such plan as required by Section 175 of 
said Act. 

(f) Any solicitation made in connection 
with a reorganization of a registered hold- 
ing company or any subsidiary company 
thereof, if. such solicitation is made in 
compliance with paragraph (a) and with 
paragraph (b), (d) or (e) of Rule 
U-12E-3 under the Public Utility Holding 
Company Act of 1935. 


Rule X-14A-8. Effect of Violation 

Failure to comply with the rules con- 
tained in this regulation shall not invali- 
date any proxy pursuant to which action 
has been taken: Provided, however, that 
this rule shall not be construed to prevent 
the granting of injunctions in any proper 
proceedings, or to exempt any person from 
any penalty or prohibition provided by 
the act in respect of violations of the act 
or any rules or regulations thereunder. 


Rule X-14A-9. Definitions 
For the purposes of Regulation X-14, 
unless the context otherwise requires: 


(a) The term “proxy” includes every 
proxy, consent, or authorization within the 
meaning of Section 14(a) of the Act; 

(b) The term “‘solicitation’’ includes 
any request for a proxy, whether or not 
such request is accompanied by or included 
in a written form of proxy; but the term 
does not include the performance by the 
issuer or its agents of acts required by 
Rule X-14A-6, or the performance by any 
person of ministerial acts on behalf of .a 
person soliciting a proxy; 

(c) The term “proxy statement’? means 
the statement required by Rule X-14A-1, 
whether or not contained in a single docu- 
ment; 

(d) The term “issuer’’ means the issuer 
of the security in respect of which the 
proxy is solicited; 

(e) The term “associate,” used to in- 
dicate a relationship with any person, 
means (1) any corporation or organization 
(other than the issuer) of which such per- 
son owns of record or beneficially 10% or 
more of any class of voting securities, (2) 
any firm of which such person is a partner, 
and (3) any relative or spouse of such 
person having the same home as such per- 
son; 

(f) The term “affiliate,” used to indi- 
cate a relationship with any person, means 
a person controlling, controlled by, or 
under common control with, such person. 


Schedule 14A, which gives in detail the 
items of information in the proxy state- 
ment under Rule X-14A-1, is not repro- 
duced here. It may be obtained from the 
Securities and Exchange Commission. 


The committee in charge of the 
Seventh Annual Meeting of The Con- 
trollers Institute of America suggests 
that controllers let the other officers and 
executives of their companies know that 
they will be welcome to attend the ses- 
sions to be conducted at the Waldorf- 
Astoria, New York City, September 26 
and 27—especially the annual dinner. 
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How COMPTOMETER Serves The Timken Roller Bearing Co. 


When you travel by train, plane, 
automobile or elevator, chances 
are that Timken Tapered Roll- 
er Bearings are involved. For 
friction is Industrial Enemy 
Number 1—and Timken Bear- 
ings help Industry banish 
friction. 

Small wonder that The Tim- 
ken Roller Bearing Company, 
respectful of efficiency and 
modern methods, uses both 
Standard Model J and Electric 
Model K Comptometers to 
handle its figure work. 

The Timken Company is 
proud of the durability of its 
products, appreciates the du- 
rability and dependability of 
the Comptometer which has 
given it years of service with a 
minimum of repair cost. 
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The Electric Model K Comptometer shown above compiles statis- F 0) Vi 3 T 0 Vi T ' i‘ 
tics on the production of Timken Seamless Tubing under the 


able fingers of Miss Jane Swan. 








Airy, well-lighted rooms contribute to Comptometer efficiency. Here is one of The Timken 
Company’s Comptometer batteries, producing vital figure work quickly and accurately at 
low cost. The Controlled-Key, exclusive Comptometer feature which eliminates “fumbled” 
key strokes, helps these trained operators maintain highest degree of first-time accuracy. 
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Timken Bearings contribute to the speed and comfort of the 
Burlington “Zephyr” trains. Both The Timken Roller Bear- 
ing Company and the Burlington Railroad use the Compt- 
ometer for efficient, economical handling of vital figure work. 





If you recognize the importance of figure-work effi- 
ciency to the profitable conduct of your business, 
permit us to show you how Comptometer methods 
save precious minutes and money for progressive 
concerns in every industrial field. Simply telephone 
your local Comptometer representative, or write di- 
rect to the Felt & Tarrant Mfg. Co., 1734 N. Paulina 
Street, Chicago, III. 


Reg. U. S. Pat. Off. 
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INSTITUTE DRAFTS NEW YORK STATE CIVIL 
SERVICE TEST FOR UNEMPLOYMENT DIRECTOR 


The readiness of the Controllers In- 
stitute of America to assist in public 
and quasi-public activities has fre- 
quently been demonstrated, but it may 
be interesting at this time to note what 
it did in the summer of 1937 at the 
request of the New York State Depart- 
ment of Civil Service. The department 
had advertised a written examination 
for the position of director of place- 
ment and unemployment insurance 
accounts in the Department of Labor, 
with an appointment expected at 
$7,200. 

The duties of this position, as adver- 
tised, were to plan and direct, under 
administrative supervision, the work 
of maintaining accounts and records 
required for the administration of the 
New York Unemployment Insurance 
Law; to determine the liability of each 
individual employer with respect to 
contributions, and to provide for the 
audit thereof; to calculate the amount 
of employment for individual em- 
ployees, their right to benefit, the 
amount of such benefit, and its pay- 
ment; to make available data which 
would be required in the study of such 
subjects as merit ratings, partial un- 
employment, and similar research prob- 
lems; to maintain records covering 
part-time employment, seasonal em- 
ployment, gratuities and other substi- 
tutes for money wages; to assist in the 
coordination of the unemployment in- 
surance records and accounts with 
those of the State Employment Service 
and other divisions of the State Labor 
Department, and with those of other 
departments of the State and Federal 
Government, as required; and to do 
related work. 

These requirements were exempli- 
fied to some extent by pointing out 
that the director would be required 
to supervise the setting up of accounts 
and records for the purposes of de- 
termining the individual liability of 
each employer with respect to contri- 
butions under the act, requiring (a) a 
complete census of all employers in 
the state who were subject to the act, 
and the maintenance of a continuous 





record thereafter; (b) the planning 
and setting up of a form of reporting 
for such employers with respect to em- 
ployment, payrolls, and contributions, 
and provision for office and field 
auditing in connection with the prep- 
aration of such reports; (c) a system 
of accounts which should determine 
to what extent the liability of the em- 
ployer had been currently met, and 
the amount of his delinquency, if any; 
(d) an accounting of monies received 
from each individual employer, and in 
the aggregate. 


MAN OF HIGH ABILITY NEEDED 


From the foregoing statement of 
duties, it was apparent that an experi- 
enced and thoroughly competent man 
was needed and that $7,200 would not 
be excessive compensation for satis- 
factory performance of the work. The 
Department of Civil Service realized 
the probability that the most prornis- 
ing candidates would be men who had 
not taken written examinations in 
many years and who thus would not 
be highly proficient in the technique 
of writing answers to examination 
questions. Accordingly, the Depart- 
ment assigned to the written examina- 
tion on the duties of the position a rel- 
ative weight of 3, and to training, 
experience, and general qualifications a 
relative weight of 7. It was necessary, 
however, that a candidate attain a 
passing grade on the written examina- 
tion before his experience qualifica- 
tion could be considered. 

The Department prescribed as a 
basic requirement for qualifying that 
candidates must meet the requirements 
of one of the following groups: (a) 
not less than ten years of satisfactory 
experience in financial administration, 
of which at least four years must have 
been in a major executive capacity in 
a bank, insurance company, an indus- 
trial or commercial organization, or 
similar enterprise, involving respon- 
sibility for large scale financial trans- 
actions and the determination of finan- 
cial policies; (b) not less than eight 
years of satisfactory experience of the 








The Controller, September, 1938 


character stated in the first require- 
ment, and graduation from a recog- 
nized college or university from a 
course for which a degree was granted, 
with specialization in accounting and 
business administration; (c) a satis- 
factory equivalent combination of the 
foregoing experience and education. 

It was announced that a candidate 
must be thoroughly familiar with the 
provisions of the New York State 
Unemployment Insurance Law, and 
must have a thorough understanding 
and appreciation of its social and eco- 
nomic implications, and its purpose in 
protecting the welfare of the people of 
the state; and that he must be thor- 
oughly familiar with modern business 
and financial practices, and must have 
demonstrated ability as a financial ex- 
ecutive, initiative, resourcefulness, and 
superior judgment. 


INSTITUTE ASKED TO PREPARE 
EXAMINATION 


The New York State Department 
of Civil Service requested The Insti- 
tute to prepare the written examina- 
tion and The Institute complied with 
the request through its counsel, Har- 
old Dudley Greeley. Mr. Greeley pre- 
pared the examination, which was 
adopted and used by the Department ; 
he graded the candidates’ papers, and 
he sat on the various boards which 
conducted oral examinations of those 
candidates who had passed the written 
examination. The written examination 
was as follows: 


STATE OF NEW YORK— 
DEPARTMENT OF CIVIL SERVICE 
NO. 110. EXAMINATION FOR 
DIRECTOR OF PLACEMENT AND 
UNEMPLOYMENT INSURANCE 
ACCOUNTS 
Salary $7,200 


Division of Placement and Unemploy- 
ment Insurance, Department of Labor 


July 17, 1937 


PART ONE 


Answer problems Nos. 1, 2 and 3, and 
any 2 of the remaining problems Nos. 
4 to 70n this Part. Time allowed for 
Part One is four hours. 


1. (Weight 20) 


The functions of an executive being 

to organize, deputize, and supervise: 

(a) Prepare an organization chart for 

the work under your direction, as 
(Please turn to page 270) 














Burroughs 


NEW ELECTRIC 
DUPLEX CALCULATOR 










or the Net Result 


| GRAND TOTAL 





Any amount in lower dials 
may be added to, or sub- — 
tracted from, the amount 
in upper dials by touching 
the plus key or minus key. 


INDIVIDUAL 
TOTAL 


or the Result of a 
Single Calculation 






Direct to the Net Result! 


This new Burroughs Electric Duplex Calculator—complete with direct 
subtraction and two sets of accumulating dials—saves needless steps 
in handling any calculating job. The lower dials show the result of 
each individual calculation; the upper dials show the grand total, 
or net result. Thus the complete calculating job can be done on this 
remarkable machine with one handling of the figures. This means a 
surprising saving in time, money and effort. For a demonstration, 
or for complete information, telephone the local Burroughs office. 


BURROUGHS ADDING MACHINE COMPANY, 6195 SECOND BLVD., DETROIT, MICH. 


THERE’S A BURROUGHS CALCULATOR FOR EVERY TYPE OF CALCULATING 


(Continued from page 268) 
Director of Placement and Unem- 
ployment Insurance Accounts, indi- 
cating the flow of authority from 
you, through the Assistant Director, 
down to the field auditors and the 
clerical workers, and indicating the 
duties of each type of assistant and 
of each kind of employee. 

(b) Indicate the kinds of tests you 
would apply in estimating the quali- 
fications of available assistants for 
assignment by you to the various 
positions below that of the Assistant 
Director. 

(c) Indicate in general the principles 
and procedures by which you would 
seek to ascertain whether your as- 
sistants were rendering satisfactory 
service, and state specifically what you 
would do to detect collusion between 
fieid auditors and employers. 


. (Weight 10) 

As Director of Placement and Un- 
employment Insurance Accounts, give 
a general outline or description of the 
system of accounts you would install 
and operate in the head office of the 
Division of Placement and Unem- 
ployment Insurance, indicating what 
controlling accounts you would keep 
and the kind and form of records 
and accounts you would use for the 
voluminous details to be controlled. 


. (Weight 10) 

Give a general outline or descrip- 
tion of the audit methods you would 
use in your effort to verify the cor- 
rectness of contributions by em- 
ployers and state what changes, if 
any, in employees’ benefit records 
should be made upon discovery of an 
employer’s failure to contribute or 
of an incorrect contribution by him. 


ANSWER ANY TWO OF THE FOLLOWING 
FOUR QUESTIONS. IF MORE THAN TWO ARE 
ANSWERED, ONLY THE FIRST TWO WILL BE 


RATED. 


4. (Weight 5) 


What is the declared public policy 
of the State of New York with re- 
spect to involuntary unemployment 
and where can its most public, wide- 
spread declaration be found? 

. (Weight 5) 

When and how does an employer 
who has once become subject to the 
New York Unemployment Insurance 
Law cease to be subject to it? 

. (Weight 5) 

What rules of procedure would you 
prescribe for hearings on unemploy- 
ment benefits before (a) a manager 
of a local employment office, and 
(b) before the appeal board? 


. (Weight 5) 

What effect, if any, should be given 
by the Division of Placement and 
Unemployment Insurance to rulings 
by the Federal Treasury Department 
or the Federal Bureau of Internal 


Revenue with respect to the Social 
Security Act? 
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PART TWO 


Answer problems Nos. 8 to 11, and any 





2 of the remaining problems Nos. 12 
to 15 on this Part. 
Part Two is four hours. 


8. 


Time allowed for 


(Weight 10) 

Assume that an employer subject to 
the New York Unemployment Insur- 
ance Law fails to make a contribu- 
tion required of him: 

(a) What effect, if any, does his 
failure have on the fiscal policy of the 
State of New York? 

(b) What records would you keep 
for the purpose of disclosing such an 
employer? 

(c) From what other sources might 
such an employer be disclosed? 

(d) What penalties, as distinguished 
from interest charges, can be im- 
posed on him under the New York 
Law? 


. (Weight 12) 


One of the fundamental purposes of 
unemployment insurance is to trans- 
fer purchasing power from boom 
periods to depression periods and 
thus to promote the stability of busi- 
ness. The Federal Government seeks 
to accomplish this in part by requir- 
ing contributions by employers which 
are to be paid into the Treasury of 
the United States. How should these 
funds be handled in order most ef- 
fectively to accomplish the purpose 
sought, and what are some of the 
dangers inherent in the accumulation 
of funds of such huge amount? 


. (Weight 10) 


How would you design the account- 
ing records of employers’ contribu- 
tions so as to show statistical data on 
subjects such as seasonal employ- 
ment, partial unemployment, and 
part-time employment? If you would 
not show such data therein, describe 
briefly the kind of records you would 
design for disclosing this informa- 
tion. 


. (Weight 8) 


The United States Treasury, through 
the Bureau of Internal Revenue, col- 
lects a tax imposed, with certain ex- 
ceptions, on employers who employ 
a minimum number of workers en- 
gaged in covered employments in the 
United States: 


(a) How would you characterize or 
classify the tax thus collected; in 
other words, what kind of tax is it? 
(b) What deduction, if any, may an 
employer make from this tax and 
what is the maximum percentage of 
said tax which a deduction must not 
exceed ? 

(c) What basic provisions must a 
state unemployment compensation 
law contain to assure its approval 
by the Federal Social Security Board? 
(d) What technical assistance, if 
any, does the Federal Board give to 
states with respect to the enactment 
of unemployment compensation legis- 
lation and the subsequent adminis- 
tration under such legislation? 








ANSWER ANY TWO OF THE FOLLOWING 


FOUR QUESTIONS. 


IF MORE THAN TWO ARE 


ANSWERED, ONLY THE FIRST TWO WILL BE 


12. 


1S. 


15. 


RATED 
(Weight 5) 
(a) Has the New York Unemploy- 
ment Insurance Law been approved 
by the Federal Social Security Board? 
(b) For what purpose may grants, if 
any, be received by New York from 
the Federal government in connec- 
tion with New York’s unemployment 
compensation system? 
(c) What use, if any, would you ex- 
pect to make of the service of the 
Bureau of Accounts and Audits in the 
Federal Social Security Board? 


(Weight 5) 

For what purpose, how, and to what 
extent would you, as Director of 
Placement and Unemployment In- 
surance Accounts, expect to cooper- 
ate with the State Advisory Council 
on Unemployment Insurance? 


. (Weight 5) 


What is meant by merit rating and 
how can it be used to offset some of 
the disadvantages (from the em- 
ployer’s point of view) of the pooled 
fund as distinguished from individ- 
ual employers’ reserves? 

(Weight 5) 

What are the principal arguments 
which have been or could be made 
against the passage of the Federal 
Social Security Act in so far as it 
relates to unemployment insurance? 


Training for Controllership 
(Continued from page 252) 


facility and judgment in meeting par- 
ticular situations. Upon the academic 
program has been placed the burden 


of 


developing depth of analytical 


thinking, breadth of background, and 
the proper point of view. For these 
reasons the emphasis in the academic 
work has been upon analysis and 
breadth. The impossibility of includ- 
ing all desirable topics in the curricu- 
lum was accepted and a program 
was developed which was divided into 
three parts, covering (1) technical 
subjects, (2) general business courses, 
and (3) background work in econom- 


ics and related subjects. 


The desir- 


ability of undertaking the program as 
graduate study was advanced. 


Free discussion of a problem as im- 


portant as training for controllership 
is important. Interchange of ideas will 
certainly result in better results. The 
present paper is offered in the hope 
that further discussion will follow and 
that controllership will gain through 
better trained young controllers. 
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ANNOUNCING: 


A New Tax Manual by Robert H. Montgomery: 


PEDERAL TAX 
PRACTICE 


Latest Practice Before the United States Treasury, 
Board of Tax Appeals, and Federal Courts 


a tomorrow, you are called upon to conduct be- 
fore the Treasury an unsettled matter respecting your com- 
pany’s tax return for this or any year. Just what procedure 
will you follow? 

In what form will you prepare and present the case if car- 
ried before the Board of Tax Appeals? Before the Federal 
Courts? How can you know when to start proceedings, to 
avoid undertaking an expensive action needlessly, and to 
avoid also taking action too late? 


Gives Trustworthy Counsel at Every Step 


Here in Montgomery’s new Federal Tax Practice is an ex- 
plicit, up-to-the-minute guide to these and countless other 
questions of official procedure. It has been prepared espe- 
cially for accountants, lawyers, and responsible officers of 
companies with unsettled cases arising out of federal tax 
laws, by one of the foremost authorities on the technique of 
handling these matters. It is a complete rewriting of the 
author’s widely used book of the same name issued several 
years back, and covers all developments up to and including 
the Revenue Act of 1938. 


Explains Legal and Accounting Requirements 
You Must Meet 


1. BEFORE THE TREASURY 


Federal Tax Practice explains fully the formal contact and 
negotiations with revenue agents and other Treasury repre- 
sentatives. It gives you definite recommendations regarding 
steps which you should take to safeguard your company’s 
interests when additional assessments are proposed, or in 
prosecuting claims for refunds. 


2. BEFORE THE BOARD OF TAX APPEALS 


In his treatment of the very technical procedure before this 
body, the author gives you clear and constructive explana- 
tions of what must be done in presenting cases. He sum- 
marizes the comments of the Board on questions of evidence 
to be supplied—accounting records; admissibility; and sim- 
ilar points. He deals with the bringing of an appeal; prepara- 
tion for and conduct of the hearing; what must be done 
after the hearing. 


3. BEFORE THE COURTS 


This new guide covers also appeals to the Federal Courts 
from Tax Board decisions and in suits for refunds. In- 
cluded is a full presentation of the new Federal Rules of 
Civil Procedure now going into effect. Throughout, it gives 
you not only official requirements, but interpretative com- 
ments on their application. 

Thoroughly indexed for quick, constant reference. Every 
item in the goo pages is easy to find, including sections of the 
law, Court and Tax Board decisions, Treasury rulings and 
regulations, 





The Ronald Press Company 


Publishers also of Montgomery’s famous annual tax 
books, Federal Income Tax Handbook and Federal Taxes 
on Estates, Trusts, and Gifts 














By ROBERT H. MONTGOMERY 


Counsellor-at-Law; Certified Public Accountant; of 
Lybrand, Ross Bros. & Montgomery; Author of “Aud- 
iting,” “Federal Income Tax Handbook,” etc. 


Prepared with the assistance of 
J. MARVIN HAYNES, C. J. McGUIRE, W. C. 
MAGATHAN, Members of the District of Columbia 
Bar, and JAMES 0. WYNN, Member of the New 
York and District of Columbia Bars. 








Important to Accountants: 


In preparing a case—in gathering the material on which 
the testimony of witnesses is based—it is imperative to know 
and observe to the letter all technical rules of evidence and 
practice that apply. Here in this book you have these rules, 
explained for accountants by an accountant. When it is con- 
sidered that of the thousands of tax cases carried to the 
courts, probably 90% involve accounts and rec- 
ords; and that what is done with these before the 
hearing or trial may win or lose the case, pur- $ 10 


chase of this book should not be in doubt. 


Send for a Copy Now 


OWHERE else is the ground covered in this organized 

form. If you have—or are likely to have—any contact 
with unsettled tax cases, you will have year-round use for the 
book. Send for a copy now—your examination of it will turn 
up scores of suggestions that will help you in presenting a 
case effectively—and disregard of which may ruin your 
chances entirely. ; 


THE RONALD PRESS COMPANY 
i Dept. M238 - 15 East 26th Street, New York, N. Y. 


Zz =m ees USE THIS HANDY FORM oe oe oe 


Send me a copy of Robert H. Montgomery’s new book Federal Tax 
Practice. Within 5 days after I have received it, I will remit $10.00, 


return it. (We pay delivery charges when cash accompanies order; 


| plus a few cents for delivery. Or, if I am not satisfied, I will 


Same guarantee of satisfaction.) 


DEMING CHENGEE GHONED 6 5c a osc 660s vcwtdliekes oo sdeaventaccdedidvausanecwens 


(Must be filled in unless you send cash) 
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SEPARATION REPORT PLAN BEING 
TRIED BY PENNSYLVANIA 
UNEMPLOYMENT AUTHORITIES 


The Division of Unemployment 
Compensation and Employment Serv- 
ice of the Commonwealth of Penn- 
sylvania has worked out a new plan 
for employers to report the wages of 
employees covered by the unemploy- 
ment compensation law, according to 
an announcement dated May 16, 1938. 
Employers may apply for approval to 
report on the new basis. The an- 
nouncement states: 


“Employers who qualify for this 
new plan may discontinue filing the 
present form UC-2a for each employee, 
for each quarter of the year. In place 
of this report the employer will file 
Form UC-2b with the Harrisburg Of- 
fice of the Division at the time that a 
worker is separated from the payroll. 
A sample of Form UC-2b, which will 
be printed in a 7” x 314” size, is en- 
closed. 

“To qualify for this new plan em- 
ployers must file an application and 
meet certain standards of length of 
business, number of employees, sepa- 
ration rate, and adequate accounting 
records. 

“We believe that you may be inter- 
ested in this plan and therefore we are 
enclosing a copy of the regulation 
which sets the standards which the 
employer must meet to qualify, an ap- 
plication form, and a sample of the 
new reporting form. If you wish to ap- 
ply for the plan, fill out the enclosed 
application and return it to this office. 
You will be notified of our decision; 
and if you are approved for the plan, 
forms and instructions will be sent to 
you. 

“This plan does not apply to the re- 
ports for the first quarter of 1938, or 
to employers who do not receive ap- 
proval for the new plan. Do not make 
reports on Form UC-2b until you re- 
ceive notice of approval from this Di- 
vision. 

The announcement is signed by 
Ralph M. Bashore, Secretary of the 
Department of Labor and Industry. 

Mr. Ernest Kelly, executive direc- 


tor, in transmitting a copy of the no- 
tice to employers in Pennsylvania, 
wrote: 


“The plan that Pennsylvania has 
now put in practice is in its initial 
stages; efforts are being made con- 
stantly with the help of employer 
groups further to simplify report mak- 
ing phases. 

“Since the plan has been in effect 
the Division has presented a plan for 
a study of reporting procedures under 
actual working conditions in order that 
further liberalization and savings to 
the employer may be effected.” 


Annual Assemblage of Controllers 
(Continued from page 253) 

Each of these sessions, five in number, 
will have approximately three hours 
for intensive study of the subjects. 
Professor Wyman P. Fiske, of Massa- 
chusetts Institute of Technology, is 
general chairman of the groups which 
will discuss “Depreciation Policies.” 
Chairmen of the three groups are: Mr. 
C. C. James, Stevenson, Jordan & Har- 
rison, New York; Mr. Lloyd C. Gib- 
son, of the Standard Oil Company 
(New Jersey), and Mr. Edwin F. 
Chinlund, New York, who has given 
only a tentative acceptance. 

Mr. Henry F. Storck, of Ford, Ba- 
con & Davis, Inc., is general chairman 
of the two group conferences on ‘‘In- 
ventory Valuation Policies.’’ One group 
will be under the chairmanship of 
Mr. F. G. Hamrick, of the American 
Smelting & Refining Company. Dis- 
cussion leaders in this group will be 
Mr. J. J. Russell, of Revere Copper 
and Brass, Inc.; Mr. Irving Glass, 
economist of the Tanners’ Council of 
America; and Mr. Verl L. Elliott, con- 
troller of The Atlantic Refining Com- 
pany. 

Mr. Francis W. Rauhe, controller 
of the American Chicle Company, is 
chairman of the Convention Commit- 
tee, which has spent months in ar- 
ranging for the meeting. Programs are 
to go to members of The Institute 


promptly, with reservation slips for 
the various meetings. Others who 
would like to receive copies of the 
rogram may have them upon request. 

A golfing party, at a nearby West- 
chester County country club on Wednes- 
day, September 28, will bring the 
annual meeting to a close. 

These assemblages of controllers 
have become events of considerable 
importance on the controller’s calen- 
dar. Each year has shown an increased 
attendance. More than 500 _partici- 
pated in the 1937 assemblage. These 
meetings produce material which as- 
sists in improving the procedures fol- 
lowed by many businesses in the han- 
dling of important matters. They thus 
make a worth while contribution to 
the national economy. 

Chairman Rauhe invites controllers 
to bring with them to this meeting 
other officers and executives of their 
companies. 


New England Control’s Program 
for Season 


President Charles W. Tucker, of the 
New England Control, and Mr. George E. 
Baskie, chairman of the Program Commit- 
tee of that Control, announce that the pro- 
gram of meetings for the coming season 
has about been completed. The subjects 
selected for discussion are: 


September 20, 1938, “Internal Checks and 
Balances.” 

October 25, 1938, ‘The Relation of Costs 
to Selling Prices.” 

November 15, 1938, ‘Factors in the Busi- 
ness Outlook.” 

December 15, 1938, ‘Important Changes 
in the Federal Tax Laws.” (Three-way 
joint meeting of Massachusetts Society 
of Certified Public Accountants, Boston 
Chapter, National Association of Cost 
Accountants and New England Control.) 

January 17, 1939, “Reports to Stockhold- 
ers.” 

February 14, 1939, ‘Fixed Assets—When 
and How To Buy Them.” A Panel dis- 
cussion under three headings: 

1. “For Wear and Tear Replacement.” 

2. “For Cost Saving and Product Im- 
proving.” 

3. “For Expansion.” 

March 21, 1939, “Your Duties and Respon- 
sibilities as Controller.” 

April 25, 1939, “The Fair Labor Stand- 
ards Act of 1938.” (Wages and Hours 
Law.) 

May 16, 1939, ‘“‘Annual Meeting and Social 
Gathering.” 

















S.E.C. ASKS FOR HOLDING 
COMPANY ACT PLANS 
BY DECEMBER 1 


The Securities and Exchange Com- 
mission has made public a letter which 
it has sent to heads of 66 public util- 
ity holding companies requesting them 
to submit to the Commission integra- 
tion and simplification suggestions, 
plans and programs under the Hold- 
ing Company Act, even though tenta- 
tive, not later than December 1, 1938. 

The Commission also addressed a 
letter to the Committee of Utility Ex- 
ecutives, which has been formed to 
cooperate with the Commission, sug- 
gesting that it might serve a useful 
function in working on these prob- 
lems. 

At the same time Chairman Douglas 
issued the following statement: 


“The integration and simplification 
provisions of the Holding Company 
Act have been in effect since January 
1, 1938. By December 1, eleven 
months will have passed since that 
date, and over three years will have 


elapsed since the enactment of the 
statute. 

“I expressed the hope in a speech 
before the annual meeting of the 
American Bar Association at Cleve- 
land, on July 26 last, that ‘before the 
year is out we will obtain from the 
various parts of the industry their plans 
and programs, so we can chart our 
course accordingly.” The purpose of 
our communications to the companies 
and the Committee is to give formal 
effect to that expression. 

“I wish to emphasize again that we 
are not departing from our program 
for cooperative endeavor, but are seek- 
ing rather to implement the round- 
table technique with a concrete pro- 
posal to those who want to get on with 
the job. I repeat what I stated in that 
speech, ‘We realize that this job can- 
not be done overnight. It will take 
years even to break its back. And we 
do not propose to use haste where 
speed will jeopardize the quality of 
the product. Nor do we propose to 
descend with surprise on a company 
which has given us its token of sin- 
cerity and which is making actual 





The Controller, September, 1938 273 


progress. But to get on with our task 
we must insist on progress.’ 

“I also repeat what I said before, 
that I know many leaders of the in- 
dustry are ‘bent not on nullification or 
repeal but on compliance. To all them 
I pledge our wholehearted coopera- 
tion.” ”’ 


Philadelphia Golf Tournaments 


Philadelphia controllers are golf minded. 
Following the success of the get-to-gether 
at “Les” Fowler’s invitation on June 29 at 
the Whitemarsh Valley Country Club, T. 
W. Dinlocker, of SK F Industries, invited 
the members of the Philadelphia Control 
to be his guests at the Huntingdon Valley 
Country Club on July 19. Enthusiasm waxed 
high again, and those who attended en- 
joyed themselves so very much that they 
readily accepted an invitation from J. W. 
St. Clair of Hajoca Corporation for an- 
other session of golf on August 18 at the 
Lu Lu Temple Country Club. This also 
was a big success. 


Personal Notes 


By action of the stockholders of the 
Armstrong Cork Company, of Lancaster, 
Pennsylvania, at a meeting held June 13, 
1938, the by-laws of the company were 
amended to include the controller as an 
officer of the corporation. Mr. George M. 
Arisman is controller of the company. 
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REVIEWS of Recent Business Publications 


ACCOUNTING REVIEW, JUNE 1938, 
contains several articles of interest to con- 
trollers. 

In “Goodwill on Financial Statements,” 
George T. Walker discusses the position 
of goodwill on the balance sheet and 
whether amortized goodwill should be 
charged to current profit and loss or to 
surplus directly. The Federal Reserve in 
1917 recommended that goodwill be shown 
as a subtraction from capital stock and sur- 
plus but in the “Verification of Financial 
Statements,” published jointly in 1929, in- 
tangibles were presumably placed in the 
“Other Assets” section of the balance sheet. 
In the more recent ‘Examination of Fi- 
nancial Statements” published by the Amer- 
ican Institute of Accountants, a separate 
“Intangible Assets’ section was proposed 
following “Property Plant and Equipment” 
and preceding “Deferred Charges.” Good- 
will, as the least liquid of assets is doubt- 
less of the “fixed” variety but many bal- 
ance sheets examined show tendency to 
separate intangible from tangible fixed assets. 
Any writedown should be shown as a sep- 
arate reserve deduction from the gross. In- 
tangibles should be separated and explained 
as “Purchased Goodwill,’ ‘Excess of Pur- 
chase Price of Subsidiaries Stocks over 
Book Values,” “patents,” “trade marks,” 
“licenses,” “lease holds,” “organization 
costs,” and the like. If purchased good- 
will is conceived as an investment in a 
series of excess incomes, any amortization 
thereof is logically chargeable against such 
income like the depreciation of tangible 
assets. Any amortization of non-purchased 
goodwill is logically chargeable direct to 
surplus. If goodwill resulting from a re- 
valuation is depreciated, it would be logical 
to debit the revaluation surplus created by 
the previous appreciation. 

“Average Income and Its Use in Taxa- 
tion” is explained and discussed by Martin 
Atlas. He concludes: “‘It is manifestly un- 
fair to tax during just one period a large 
income resulting from several years’ work 
though realized in one lump sum. It is 
just as unfair to assess a tax on a taxpayer 
long after his income has disappeared.’’ The 
solution clearly calls for some device that 
requires the payment when the taxpayer is 
able to pay and yet does not disregard the 
long-period aspect of income. He suggests 
that income taxes be paid annually as at 
present, but that each year the government 
figure the tax on a five-year running aver- 
age and upon death or after a lag refund 
any excess of the payments over the 
amounts due on an average basis. 

“Principles of Public Utility Deprecia- 
tion” is a sixteen-page article by Gabriel 
A. D. Preinreich. “Accounting for Stock 
Dividends Received” is discussed by Harry 
D. Kerrigan. The early history of book- 
keeping is interestingly examined by Ray- 
mond de Roover. In “Annual Financial 





A DESERVED TRIBUTE 

"May I pause briefly to pay tribute 
to Mr. E. Stewart Freeman and the 
work that he is doing in connection 
with the review of ‘Recent Business 
Publications’ ? 

“The reviews appeal to me as con- 
taining a scholarly yet practical résumé 
of the book's contents. He unquestion- 
ably knows how to separate the wheat 
from the chaff and pick out for high- 
lighting the things that make a book 
outstanding or otherwise. 

"I enjoy reading his comments and 
depend upon them for briefed infor- 
mation. You are to be congratulated 
for having been able to secure a man 
of Mr. Freeman’s ability to undertake 
this work so faithfully.” 

Excerpt from letter from Mr. 
D. H. Schultz, of Leeds & North- 
rup Company, Philadelphia, dated 
August 12, 1938. 











Statements of German Corporations” Erich 
Kosiol explains the relations between man- 
agement, directors, stockholders and the 
government. Also there are several articles 
on education in accountancy, one of which 
is based on the report of the Committee 
on Education of the American Accounting 
Association. 
Reviewed by E. STEWART FREEMAN. 


VERTICAL INTEGRATION IN THE 
TEXTILE INDUSTRIES, a research re- 
port based on a two-year investigation by 
Hiram S. Davis, George W. Taylor, C. 
Canby Balderson, and Anne Bezanson of 
the Industrial Research Department of the 
Wharton School, University of Pennsyl- 
vania; published by the Textile Founda- 
tion, Inc., Washington, D. C., 1938; 134 
page pamphlet. $1.50. 

Textiles required for such products as 
women’s dresses or novelty curtains gen- 
erally change ownership several times as 
they flow from raw material to finished 
goods. But textile products like hosiery 
and sheets usually remain under one owner- 
ship throughout manufacture. The scarcity 
of integration in women’s wear may be 
compared to the relative frequency with 
which the manufacture of fabrics is com- 
bined with the cutting of men’s clothing. 

The principal advantages from integra- 
tion are decreased operating costs, addi- 
tional profit margins, stability of opera- 
tions, quality control, certainty of supplies 
or markets, diversification of outlets, dem- 
onstration of uses, and minimized style 
risks. Among the limitations most difficult 
to overcome are breaking into a new field, 
increased inventory and style risks, spread- 
ing management, restrictions upon variety, 


disparity between scales of operation, and 
inflexibility. The balance depends not only 
upon the presence of certain favorable fac- 
tors but also upon the particular methods 
by which integration is attempted. Some 
have failed under apparently favorable con- 
ditions while others have succeeded against 
odds. 

Forward integration from the mill to the 
fabrication and sale of garments, and so on, 
requires the development of new markets 
and is therefore more difficult than back- 
ward integration which means principally 
the creation of a new source of supply. 
The disparity between the scale of opera- 
tions required for minimum costs in the 
mill and that required for the more varied 
products makes the combination of the two 
difficult. The greatest obstacle of all, how- 
ever, is the fact that the self-contained 
vertical organization does not quickly and 
easily adjust itself to new conditions in- 
volving style, prices, processes, raw ma- 
terials, or markets. 

Partial integration has generally been 
more successful than complete integration. 
It requires the use of non-competing mar- 
kets when integrating forward and of 
tapering the capacity of new operations 
when integrating backward so that each 
supplies only part of the need. Partial in- 
tegration may help to minimize the specula- 
tive aspects of mill specialization but it 
is by no means to be considered as a pan- 
acea. 

This is a study of the actual policies fol- 
lowed by textile managements and an ap- 
praisal of present-day business experience. 
Every controller in the textile industry or 
in any other industry in which integration 
is a live subject will wish to read this 
pamphlet. 

Reviewed by E. STEWART FREEMAN. 


FORMS FOR REGISTRATION OF SE- 
CURITIES UNDER THE ACTS OF 1933 
and 1934, by Harold H. Neff. This is not 
a set of forms but rather a 20-page pam- 
phlet reprinted from the Harvard Law 
Review, Vol. LI, No. 8, 1938. It is a 
discussion and review of the forms adopted 
and sets forth the author’s ideas as to a 
suggested program for improvement. 


Reviewed by E. STEWART FREEMAN. 


September is one of the most impor- 
tant months of the year for controllers. 
Annual meeting of controllers, Se ptem- 
ber 26 and 27, New York City. 








TIMELY FIGURES! 


Send your inventory and other emergency 
computations to a skilled organization of 
public calculators. Dependable results. 


ATLAS CALCULATING SERVICE 
25 E. Jackson Blvd. Chicago, Ill. 
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EMPLOYMENT 


Accountant—Tax Specialist 

A young man—a tax specialist admitted 
to practice before the United States Treas- 
ury Department—desires a position as a 
general administrative accountant or tax 
specialist. A college graduate (B.C.S. de- 
gree in Accounting), a certified public 
accountant (New York), 28 years of age, 
single, Christian, with ten years’ experi- 
ence in accounting and auditing, includ- 
ing more than three years with public 
accounting firms, he has recently been 
employed as tax accountant for a na- 
tionally known manufacturing concern. 
Immediately available. Address ‘The Con- 
troller,’ No. 250. 


Accountant—Finance—Controller 


Executive accountant with twenty years 
of experience in public and investment 
accounting is available as a general ac- 
countant, auditor, or controller. Is a 
Christian, 52 years of age, educated at 
Phillips-Andover Academy, Yale Univer- 
sity, Walton School of Commerce, and 
is a certified public accountant (Ken- 
tucky). Address “The Controller.” Box 
No. 252. 


- corporate 


Controller-Treasurer 


A former controller of two large na- 
tional companies believes he can go into 
almost any business, conduct a survey and 
make changes quickly for improvements of 
Operations and increased profit. He has 
had eighteen years of experience in pub- 
lic accounting and private corporation ad- 
ministration in wholesale, chain store, and 
manufacturing organizations. He is well 
experienced in cost and general account- 
ing, systems installations, budgets, taxes, 
insurance, finance, and legal work. Age is 
41 years, married, Protestant, certified pub- 
lic accountant, and attorney at law. Prefers 
middle west but will consider any location. 
Address ‘“The Controller,” No. 254. 


Financial and Accounting Executive 

Financial and accounting executive 
with broad background of public and 
accounting practice desires 
connection as treasurer or controller of 
organization in which a widely diversified 
knowledge will be of particular value. 
Fully conversant with problems of bank- 
ing, security issues, reorganizations, finan- 
cial and cost accounting, budgets, audit- 
ing, systemization, taxes, insurance, and 
labor relations. College graduate, age 45, 
highest caliber references, presently em- 
ployed as assistant-controller of one of 
the nation’s larger manufacturing corpo- 
rations. Address “The Controller,” No. 
253. 


Treasurer—Budgetary Control 


A man is now available who has been 
employed for four years by the United 
States Government as treasurer of a de- 
partment in which he supervised the field 
force, credit and collection, accounting 
and payroll roll divisions, and prepared the 
budget. Previous to this position he was 
treasurer for eight years of a nationally 
known finance company and was in charge 
of accounting, tax, and treasury depart- 
ments. He prepared reports for the di- 
rectors and acted as assistant to the presi- 
dent. Age 48 years, married, educated at 
New York University, specializing in eco- 
nomics and finance; and for two years 
taught budgetary control at a New York 
school of accounting. Address, ‘The Con- 
troller,’ No. 255. 


Available for Controllership Work 


Harvard Business School graduate with 
supplementary business research experience 
—age 38—cooperative, energetic American 
—single and agreeable—locate wherever 
opportunity exists. 

Thirteen years’ manufacturing corporation 
control experience and competent to perform 
major controllership functions, including 
personnel, along modern lines and present 
industry needs, or in assistant capacity. 

Background and methods can be trans- 


, Planted readily to other than manufactur- 


ing business. Address, “The Controller,” 
Box No. 256. 


THE KNOX PLAN FOR PRINTING CONTROL 


In 1948 


Ten years from now present Knox clients will still be standard- 


izing their own forms. They will have an efficient control over 


all their printing,—long after the Knox Plan has been installed 


and paid for. 


This is complete printing control. Nothing less will do. 


More complete information on this subject may be had without obligation. 


FRANK M. KNOX COMPANY 


AND STANDARDIZATION 
NEW YORK.CITY 


PRINTING CONTROL 


BUILDING 30 ROCKEFELLER PLAZA 
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Summary of Merit Rating 
Provisions 


A summary is given here of the 
merit rating provisions of the various 
state laws on unemployment compensa- 
tion: 

Alabama 


After 1940, commission classifies em- 
ployers according to actual contribution and 
benefit experience and determines merit rat- 
ing. Minimum 1.5 per cent.; maximum 4 
per cent.; average contribution rate of all 
employers approximately 3 per cent. for any 
calendar year. 


Alaska 


After 1941, commission classifies employ- 
ers according to actual contribution and 
benefit experience and determines merit rat- 
ing. Rates to be fixed so that, applied to all 
employers and their annual pay rolls in pre- 
ceding year, they yield contributions equal 
to 2.7 per cent. of total annual pay rolls. 
Minimum 1 per cent.; maximum no provi- 
sion. 

Arizona 

After 1940, if employer’s reserve 7.5-10 
per cent., contribution rate 2 per cent.; re- 
serve 10 per cent. or more, rate 1 per cent. 
If for all past periods or 60 months, which- 
ever is more advantageous to the employer, 
benefits paid exceed contributions, rate is 
3.6 per cent. No employer’s rate to be less 
than 2 per cent. unless assets of fund are 
twice the amount of the total benefits paid 
in last preceding year, nor less than 2.7 per 
cent. unless assets equal benefits paid in last 
preceding year. Minimum 1 per cent.; 
maximum 3.6 per cent. 


Arkansas 

After 1941, if employer's reserve 7.5-10 
per cent., contribution rate 2 per cent.; re- 
serve 10 per cent. or more, rate 1 per cent. 
If for all past periods or 60 months, which- 
ever is more advantageous to the employer, 
benefits paid exceed contributions, rate is 4 
per cent. No employer’s rate to be less than 
2 per cent. unless assets of fund are twice 
the amount of the total benefits paid in last 
preceding year, nor less than 2.7 per cent. 
unless assets exceed benefits paid in last 
preceding year. Minimum 1 per cent.; 
maximum 4 per cent. 


California 

After 1940, if employer’s reserve 8-10 
per cent., contribution rate 2.5 per cent.; 
reserve 10-12 per cent., rate 2 per cent.; 
reserve 12-15 per cent., rate 1.5 per cent.; 
reserve 15 per cent. or more, rate 1 per cent. 
Commission shall investigate and report 
upon unemployment hazard in various in- 
dustries and occupations, and if necessary 
recommend to legislature higher rate for 
any industries or occupations in which un- 
employment is excessive or chronic. Mini- 
mum 1 per cent.; maximum 2.7 per cent. 


Colorado 
After 1941, if employer’s reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10 per cent. or more, rate 0.9 per 
cent. If for all past periods or 60 months, 


whichever is more advantageous to the em- 
ployer, benefits exceed contributions, rate is 
3.6 per cent. No employer's rate to be less 
than 2 per cent. unless assets of fund are 
twice the amount of the total benefits paid 
in last preceding year, nor less than 2.7 per 
cent. unless assets exceed benefits paid in 
last preceding year. Minimum 0.9 per 
cent.; maximum 3.6 per cent. 


Connecticut 

After 1940, if employer’s reserve at end 
of calendar year 7.5-10 per cent., contribu- 
tion rate (for 12 months beginning April 
1, following such calendar year) 2.5 per 
cent.; reserve 10-12.5 per cent., rate 2 per 
cent.; reserve 12.5-15 per cent., rate 1.5 per 
cent.; reserve 15-17.5 per cent., rate 1 per 
cent.; reserve 17.5 per cent., or more, no 
contribution. Only 5/6 of contributions 
credited to employer’s account. Employer 
who employs additional employees for 
temporary work not exceeding 2 months 
may secure exemption from merit rating 
with respect to such employees. Contribu- 
tion of 3.5 per cent. for such work not 
credited to and benefits paid such employees 
not charged against employer’s account. 
Minimum no contribution, maximum 2.7 
per cent. . 


Delaware 

After 1941, if employer’s reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10-12.5 per cent., rate 0.9 per cent.; 
reserve 12.5 per cent. or more, no contribu- 
tion. If for all past periods or 60 months, 
whichever is more advantageous to the em- 
ployer, benefits paid exceed contributions, 
rate is 4 per cent. Minimum no contribu- 
tion, maximum 4 per tent. 


District of Columbia 

After 1940, board classifies employers ac- 
cording to actual contribution and benefit ex- 
perience and determines merit rating. Rates 
to be fixed so that, applied to all employers 
and their estimated pay rolls in any calendar 
year, they yield contributions equal to 3 per 
cent. of total annual pay rolls. Minimum 
1.5 per cent.; maximum 4 per cent. 


Florida 


After 1942, if employer’s reserve 7.5-10 
per cent., contribution rate 2 per cent.; re- 
serve equals or exceeds 10 per cent., rate 1 
per cent. No employer’s rate to be less than 
2 per cent. unless total assets of fund are 
at least twice the amount of the total bene- 
fits paid in last preceeding year, nor less 
than 2.7 per cent. unless assets exceed total 
benefits in last preceding year. Minimum 1 
per cent.; maximum 2.7 per cent. 


Georgia 
None. Commissioner shall study advis- 
ability of establishing merit rating and re- 
port findings and recommendations to Gov- 
ernor by December 1, 1941, for transmission 
to next session of general assembly. 


Hawaii 
Territorial unemployment compensation 
board to study records of employers, re- 
port thereon to the 1939 session of the 
legislature, and recommend reduced rates 
for employers when taxes have exceeded 


certain specified percentages of annual pay 
roll, beginning 1942. 


Idaho 


After September 1, 1941, for balance year 
1941, on basis of employer’s contribution 
and benefit record up to such date, and each 
calendar year thereafter on basis of record 
up to beginning of such calendar year; if 
employer’s reserve 10-15.5 per cent., con- 
tribution rate 1.8 per cent.; reserve 12.5-15 
per cent., rate 0.9 per cent.; reserve over 15 
per cent., no contribution. Minimum no 
contribution; maximum 2.7 per cent. 


Illinois 

Employer eligible for merit rating if 
there have been 3 calendar years throughout 
which benefits were chargeable against his 
account. If at beginning of calendar year 
employer’s reserve 7.5-10 per cent., con- 
tribution rate 1.8 per cent.; reserve 10-12.5 
per cent., rate 0.9 per cent.; reserve 12.5 
per cent. or more, no contribution. If for 
all past periods or 60 months, whichever is 
more advantageous to the employer, bene- 
fits paid exceed contributions, rate is 3.6 
per cent. No employer's rate to be less than 
0.9 per cent. unless assets of fund exceed 
benefits paid in the last preceding year. 
Minimum no contribution, maximum 3.6 
per cent. 


Indiana 

Employer-reserve account. After March 
31, 1939, if employer's reserve account 
7.5-12 per cent., contribution rate 2 per 
cent.; reserve 12-17 per cent, rate 1 per 
cent.; reserve 17 per cent. or more, no con- 
tribution. If in any month pooled account 
pays benefits because employer’s reserve ac- 
count insufficient, rate 3.7 per cent. for fol- 
lowing 12 months. Guaranteed employment 
account. After January 1, 1940, if guaranty 
fulfilled in preceding year and reserve 10.3 
per cent., no contributions. If in any month 
pooled account pays benefits because em- 
ployer’s guaranteed employment account in- 
sufficient, rate 3.7 per cent. Minimum no 
contribution, maximum 3.7 per cent. 


Iowa 
After 1941, if reserve 7.5-10 per cent, 
contribution rate 1.8 per cent.; reserve 10 
per cent or more, rate 0.9 per cent; if for 
all past periods or 60 months, whichever is 
more advantageous to the employer, con- 
tributions are less than benefits paid, rate is 
3.6 per cent. No employer’s rate to be less 
than 1.8 per cent. unless assets of fund are 
twice the amount of the total benefits paid 
in last preceding year, nor less than 2.7 per 
cent. unless assets exceed benefits paid in 
last preceding year. Minimum 0.9 per cent.; 

maximum 3.6 per cent. 


Kansas 

After 1941, if employer’s reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10 per cent. or more, rate 0.9 per 
cent. If for all past periods or 60 months, 
whichever is more advantageous to the em- 
ployer, benefits paid exceed contributions, 
rate 3.6 per cent. No employer’s rate to be 
less than 1.8 per cent. unless assets of fund 
are twice the amount of the total benefits 
paid in last preceding year, nor less than 
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2.7 per cent. unless assets exceed benefits 
paid in last preceding year. Minimum 0.9 
per cent.; maximum 3.6 per cent. 


Kentucky 

After 1941, if employer reserve account 
is 5 times largest total amount of benefits 
charged against such account in any of 3 pre- 
ceding years, an 10.3-13.7 per cent., con- 
tribution rate 2 per cent.; reserve 13.7-17.1 
per cent., rate 1 per cent.; reserve 17.1 per 
cent. or more, no contribution. If benefits 
paid from pooled account because employ- 
er’s reserve exhausted, rate 3.7 per cent. 
Minimum no contribution; maximum 3.7 
per cent. 

Louisiana 

After 1941, if employer’s reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10 per cent. or more, rate 0.9 per 
cent. If for all past periods or 60 months, 
whichever is more advantageous to the em- 
ployer, contributions are less than benefits 
paid, rate is 3.6 per cent. No employer’s 
rate to be less than 1.8 per cent. unless 
assets of fund are twice the amount of the 
total benefits paid in last preceding year, or 
less than 2.7 per cent. unless assets exceed 
benefits paid in last preceding year. Mini- 
mum 0.9 per cent.; maximum 3.6 per cent. 


Maine 
None. Commission to study problem and 
report to Governor by February 1, 1941, as 
to advisability of the adoption of merit rat- 
ing. 
Maryland 
None. 


Massachusetts 


Commission to classify employers for 
1941 and thereafter on employer’s contribu- 
tion and benefit experience. The commis- 
sion is to investigate and report on unem- 
ployment hazard in the various industries, 
occupations, and employments and, if neces- 
sary to recommend to general court higher 
contribution rate for any classification of 
industries, occupations, or employments in 
which unemployment is excessive or con- 
tinuous. 

Michigan 

After 1941, if employer’s reserve less 
than 8 per cent., contribution rate for 12 
months beginning April 1, 3 per cent.; re- 
serve 8-10 per cent., rate 2.5 per cent.; 
reserve 10-12 per cent., rate 1.5 per cent.; 
reserve over 15 per cent., rate 1 per cent. 
If contributions are less than benefits 
charged for all past periods or 60 months, 
whichever is more advantageous to the em- 
ployer, rate is 4 per cent.; however, if such 
experience is due to the act of God, catas- 
trophe, or act of civil or military authority, 
rate is 3 per cent: But only 80 per cent. 
of contributions credited to employer's re- 
serve. Employer who employs additional 
employees for temporary work not exceed- 
ing 3 months may secure exemption from 
merit rating with respect to such employees. 
Contributions of 4 per cent. for temporary 
work are not credited to and benefits paid 
such employees are not charged against em- 
ployer’s account. Employer may make vol- 
untary contributions to his reserve-account 
for merit-rating purposes. Minimum 1 per 
cent.; maximum 4 per cent. 


Minnesota 

After 1940, if reserve 7.5-10 per cent., 
contribution rate 1.8 per cent.; reserve 10- 
12.5 per cent., rate 1.3 per cent.; reserve 
12.5 per cent., or 3 times amount of total 
benefits charge against account in preceding 
year, ‘rate is 0.9 per cent. No employer's 
rate to be less than 1.8 per cent. unless as- 
sets of fund are twice the amount of the 
total benefits paid in last preceding year, 
nor less than 2.7 per cent. unless assets ex- 
ceed benefits paid in last preceding calendar 
year. Minimum 0.9 per cent.; maximum 
2.7 per cent. After 1938, if guaranteed em- 
ployment plan meets specified requirements, 
employer’s contribution shall be 0.5 per 
cent. 


Mississippi 
None. Commission to study and report 
to legislature on advisability of establishing 
merit-rating systems. 


Missouri 

After 1941, if employer's reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10-15 per cent., contribution rate 
0.9 per cent.; reserve 15 per cent. or more, 
no contribution. If for all past periods or 
60 months, whichever is more advantageous 
to the employer, contributions are less than 
benefits, rate is 3.6 per cent. Contributions 
required plus amount of reduction allowed 
under merit rating must equal 90 per cent. 
of Federal tax. Minimum no contribution; 
maximum 3.6 per cent. 


Montana 

After June 30, 1942, commission clas- 
sifies employers according to actual con- 
tribution and benefit experience and deter- 
mines merit rating. Rates to be fixed so 
that, applied to all employers and their an- 
nual pay rolls in preceding year, they yield 
contributions equal to 2.7 per cent. of total 
annual pay rolls. Minimum 1 per cent.; 
maximum 3.6 per cent. 


Nebraska 


After 1939, if the total of all the employ- 
er’s contributions for all past periods exceed 
the total benefits charged to the employer's 
account for all such years by at least 5 
times the largest annual total amount of 
benefits charged against the employer’s re- 
serve amount within any 1 or 3 preceding 
calendar years and if reserve account 
amounts to 7.5 per cent. of pay roll for last 
calendar year, contribution rate to be in 
such per cent. as commissioner finds neces- 
sary to maintain the 7.5 per cent. reserve. 
Voluntary contributions by the employer to 
be credited to such employer’s account. No 
minimum provided; maximum 2.7 per cent. 


Nevada 


After 1941, commissioner classifies em- 
ployers according to actual contributions 
and benefit experience and determines merit 
rating. Rates to be fixed so that, applied to 
all employers and their annual pay rolls in 
preceding year, they yield contributions 
equal to 2.7 per cent. of total annual pay 
rolls. Minimum 1 per cent.; no maximum 
provided. 
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New Hampshire 

After 1940, if reserve 8-10 per cent., con- 
tribution rate 2.5 per cent.; reserve 10-12 
per cent., rate 2 per cent.; reserve 12-15 per 
cent., rate 1.5 per cent.; reserve 15 per cent. 
or more, rate 1 per cent. No employer’s 
rate to be less than 2 per cent. unless assets 
credited to his account in the fund are twice 
the amount of total benefits paid in last 
preceding year, nor less than 2.7 per cent. 
unless such assets exceed benefits paid in 
last preceding year. Minimum 1 per cent.; 
maximum 2.7 per cent. 


New Jersey 

After 1941, if employer's reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10 per cent. or more, rate 0.9 per 
cent. If for all past periods or 120 months, 
whichever is more advantageous to the em- 
ployer, benefits exceed contributions, rate is 
3.6 per cent. No employer's rate to be less 
than 1.8 per cent. unless assets of fund are 
twice the amount of the total benefits paid 
in last preceding year, nor less than 2.7 
per cent. unless assets exceed benefits paid 
in last preceding year. Minimum 0.9 per 
cent.; maximum 3.6 per cent. 


New Mexico 

After 1941, if employer’s reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10 per cent. or more, rate 0.9 per 
cent. If for all past periods or 60 months, 
whichever is more advantageous to the em- 
ployer, benefits paid exceed contributions, 
rate is 3.6 per cent. No employer’s rate to 
be less than 1.8 per cent. unless assets of 
fund are twice the amount of total benefits 
paid in last preceding year, nor less than 
2.7 per cent. unless assets exceed benefits 
paid in last preceding year. Employer’s ac- 
count credited with contributions over 1 
per cent. of annual pay roll for each calen- 
dar year. Minimum 0.9 per cent.; maxi- 
mum 3.6 per cent. 


New York 
None. Advisory council to study advis- 
ability of merit-rating system and report by 
March 1, 1939, to Governor and legisla- 
ture; no rate to be less than 1 per cent. 


North Carolina 
None. Commission to study and report 
to Governor on advisability of merit rating 
and/or employer-reserve system within 30 
days of convening of 1939 legislature. 


North Dakota 


After 1941, if employer’s reserve 7.5-10 
per cent., contribution rate 2 per cent.; re- 
serve 10 per cent. or more, rate 1 per cent. 
No employer’s rate to be less than 2 per 
cent. unless assets of fund are twice the 
amount of the total benefits paid in last 
preceding year, nor less than 2.7 per cent. 
unless assets exceed benefits paid in last 
preceding year. Minimum 1 per cent.; 
maximum 2.7 per cent. 


Ohio 
After 1941, if employer’s reserve is less 
than 8 per cent., contribution rate 3 per 
cent.; reserve 8-10 per cent., rate 2.5 per 
cent.; reserve 10-12 per cent., rate 2 per 


cent.; reserve 12-15 per cent., rate 1.5 per 
cent.; reserve 15 per cent. or more, rate 1 
per cent. If contributions do not exceed 
benefits charged against his account for all 
past periods, rate is 4 per cent. Benefits 
paid persons unemployed solely as a result 
of permanent closing of mine or quarry 
(due to its exhaustion), are not chargeable 
against employer's account. Minimum 1 
per cent.; maximum 4 per cent. 


Oklahoma 

After 1940, if employer’s reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10 per cent., rate 0.9 per cent. If 
for all past periods or 60 months, which- 
ever is more advantageous to the employer, 
contributions are less than benefits paid, rate 
is 3.6 per cent. No employer’s rate to be 
less than 1.8 per cent. unless assets of fund 
are twice the amount of benefits paid in last 
preceding year, nor less than 2.7 per cent. 
unless assets exceed benefits paid in last 
preceding year. Minimum 0.9 per cent.; 
maximum 3.6 per cent. 


Oregon 

After 1939, if total contributions credited 
to employer-reserve account are 5 times 
largest total amount of benefits charged 
against account in any of 3 preceding calen- 
dar years, and if reserve 7.5-10 per cent., 
contribution rate 2 per cent.; reserve 10- 
12.5 per cent., rate 1 per cent.; reserve 12.5 
per cent., or more, rate 0.5 per cent. If re- 
serve less than 2.5 per cent. of preceding 
year’s pay roll, rate 4 per cent. until reserve 
5 per cent. of preceding year’s pay roll. 
Minimum 0.5 per cent.; maximum 4 per 
cent. 


Pennsylvania 
None. 


Rhode Island 
None. For a period of 5 years board to 
study the feasibility of a merit-rating sys- 
tem and to report to general assembly by 
Feb. 15, 1941. 


South Carolina 

After 1941, July 1, for balance of year 
1941, on basis of employer's contribution 
and benefit record up to such date, and each 
calendar year thereafter on basis of record 
up to beginning of such calendar year; if 
employer’s reserve 7.5-10 per cent., con- 
tribution rate 1.8 per cent.; reserve 10 per 
cent. or more, rate 0.9 per cent. If benefits 
paid exceed contributions for all past pe- 
riods or 60 months whichever is more ad- 
vantageous to the employer, rate is 3.6 per 
cent. No employer’s rate to be less than 
1.8 per cent. unless assets of fund are twice 
the amount of the total benefits paid in last 
preceding 12 months, nor less than 2.7 per 
cent. unless assets exceed benefits paid in 
last preceding 12 months. Minimum 0.9 
per cent.; maximum 3.6 per cent. 


South Dakota 
After 1939, if employer’s reserve account 
is 5 times largest total amount of benefits 
charged against such account in any of 3 
preceding years, and such reserve is 7.5-10 
per cent., contribution rate is 2 per cent; 
reserve 10-12.5 per cent, rate 1 per cent.; 


reserve 12.5 per cent. or more, contribu- 
tions cease. Minimum no _ contribution, 
maximum 2.7 per cent. 


Tennessee 

After 1940, if employer’s reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10 per cent. or more, rate 0.9 per 
cent. If for all past periods or 60 months, 
whichever is more advantageous to the em- 
ployer, benefits exceed contributions, rate is 
3.6 per cent. Employer’s account credited 
with contributions over 1 per cent. of an- 
nual pay roll for each calendar year. Mini- 
mum 0.9 per cent.; maximum 3.6 per cent. 


Texas 

After 1940, if employer’s reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10 per cent. or more, rate 0.9 per 
cent. If for all past periods or past 60 con- 
secutive months, whichever is more ad- 
vantageous to the employer, benefits paid 
exceed contributions rate is 3.6 per cent. 
Minimum 0.9 per cent.; maximum 3.6 per 
cent. 

Utah 

After December 31, 1940, if employer’s 
reserve 7.5-10 per cent., contribution rate 
1.8 per cent.; reserve 10-12.5 per cent., 
rate 0.9 per cent.; reserve 12.5 per cent. or 
more, no contribution required. If for past 
60 preceding months, or all past periods, 
whichever is more advantageous to the em- 
ployer, benefits exceed contributions rate 3.6 
per cent. Minimum no contribution; maxi- 
mum 3.6 per cent. Employer’s account 
credited with all contributions for 1936, 
thereafter credited with contributions in ex- 
cess of 0.4 per cent. of annual pay roll, 
provided that if benefits paid in any calen- 
dar year but not chargeable to employer's 
accounts exceed 0.4 per cent. of the previous 
calendar year’s total pay roll of all employ- 
ers, contributions in excess of 0.75 per cent. 
are credited to account; if such benefits ex- 
ceed 0.75 per cent. of the previous calendar 
year’s total pay roll of all employers, con- 
tribution in excess of 1 per cent. are cred- 
ited. Voluntary contributions to employer's 
reserve account are permitted. 


Vermont 


Pooled Fund. After 1940, commission to 
classify employers according to unemploy- 
ment risk and to adjust contributions of 
each in proportion which employer’s risk 
bears to average risk in fund. No rate 
lower than to produce the cost af compensa- 
tion payable on account of employer. Mini- 
mum, no provision; maximum 2.7 per cent. 
employer-reserve account: Future rate, de- 
termined by commission, to be based on em- 
ployer’s contribution and benefit experience 
and to be such as will make reserve account 
at least 7.5 per cent. of pay roll for the last 
completed year and not less than 5 times 
largest amount of benefits paid during any 
1 of 3 preceding calendar years. Other re- 
quirements for lower rate specified in law. 
Minimum, no provision; maximum, 2.7 per 
cent. 

Virginia 

None. Commission shall study advis- 
ability of establishing merit rating and re- 
port findings and recommendations to Gov- 
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HIGH STANDARDS, GOAL 
OF INSTITUTE 


The high ideals and standards of 
The Controllers Institute of America 
were voiced effectively in a letter 
written recently by Colonel Herbert 
A. Gidney, vice president and con- 
troller of the Gulf Oil Corporation, 
of Pittsburgh, a vice president of 
The Institute, and a member of the 
Board of Directors. 

Colonel Gidney wrote: 


“The outstanding thought 
which I constantly have in mind 
in connection with The Institute is 
that we must round out our mem- 
bership to be representative of the 
accounting leaders of all industry, 
and that we must set high stand- 
ards of ethical performance in 
keeping with the spirit of the 
standard set by the members of 
the American Institute of Account- 
ants and merit the confidence of 
the business leaders and respon- 
sible governmental authorities so 
that our organization in coopera- 
tion with the American Institute 
of Accountants and other like 
bodies (including associations of 
particular industries), will per- 
form a broad-gauge, useful service. 

“Already we are a medium of 
expression and exchange of ideas, 
and we are building ‘Controls’ 
which form a common meeting 
place in geographical areas for 
those interested in the work of 
controllers. By constantly working 
toward raising the standard of 
thinking and performance and 
gradually developing sound princt- 
ples of organization, methods and 
procedure under the guidance of 
successful men, we are going to 
make a place for The Controllers 
Institute of America in business 
and governmental affairs and per- 
form a really worthwhile service 
to the members, which will make 
their membership in The Control- 
lers Institute of America excep- 
tionally valuable. I regard the 
organization as a successful one 
already, and I feel that it is doing 
good work.” 











ernor by December 1, 1939, for transmis- 
sion to next session of general assembly. 


Washington 

After 1941, director classified employer 
according to actual contribution and bene- 
fit experience and determines merit rating. 
Rates to be fixed so that, applied to all em- 
ployers and their annual pay rolls in pre- 
ceding year, they yield contribution equal to 
2.7 per cent. of total annual pay rolls. 
Minimum 0.9 per cent.; maximum no pro- 
vision. 

West Virginia 

After 1940, if employer’s reserve 7.5-10 
per cent., contribution rate 1.8 per cent.; 
reserve 10 per cent. or more, rate 0.9 per 
cent. If for all past periods or 60 months, 
whichever is more advantageous to the em- 
ployer, benefits paid exceed contributions, 
rate is 3.6 per cent. No employer’s rate to 
be less than 1.8 per cent. unless assets of 
fund are twice the amount of the total bene- 
fits paid in last preceding year, nor less than 
2.7 per cent. unless assets exceed benefits 
paid in last preceding year. Employer's ac- 
count credited with contributions over 1 per 
cent. of annual pay roll for each calendar 
year. Minimum 0.9 per cent.; maximum 
3.6 per cent. If such rates work hardship, 
director may set other rates so that the com- 
bined rates of all employers yield approxi- 
mately 2.7 per cent. of total annual pay 
rolls. 

Wisconsin 

After 1937, if employer’s reserve account 
is at least 5 times the largest amount of 
benefits charged against such account in any 
of 3 preceding years, and reserve 7.5-10 per 
cent., contribution rate is 1 per cent.; re- 
serve 10 per cent. or more, no contribu- 
tions. Voluntary contributions for purpose 
of increasing reserve permitted. If reserve 
less than 7.5 per cent., contribution rate 2.7 
per cent. If reserve account is exhausted or 
if benefits charged against such account ex- 
ceed the contributions paid for such year, 
rate is increased over standard rate or over 
the preceding rate (whichever is higher) by 
0.5 per cent. of pay roll, but no rate shall 
exceed 4 per cent. Minimum no contribu- 
tion; maximum 4 per cent. 


W yoming 

After 1941, if employer’s reserve 7.5-10 
per cent., contribution rate 2 per cent.; re- 
serve 10 per cent. or more, rate 1 per cent. 
If for all past periods or 60 months, which- 
ever is more advantageous to the employer, 
benefits paid exceed contributions, rate is 
3.6 per cent. No employer’s rate to be less 
than 2 per cent. unless assets of fund are 
twice the amount of the total benefits paid 
in last preceding year, nor less than 2.7 per 
cent. unless assets exceed benefits paid in 
last preceding year. Minimum 1 per cent.; 
maximum 3.6 per cent. 


Saint Louis 

The St. Louis Control held a round- 
table discussion on “Treatment of Burden 
in Inventory” at its regular meeting on 
April 26 at the Missouri Athletic Club. 
Mr. E. J. Spiegel, of Gaylord Container 
Corporation, a member of the local Con- 
trol, led the discussion. 
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Young Executive Available 


Age 30, married, CPA of Ohio, uni- 
versity graduate, B.C.S. degree. Experi- 
enced in many phases of accounting, 
finance and corporate organization. He has 
been twelve years preparing himself -to 
better serve YOU. Practical training as 
general ledger bookkeeper, cost account- 
ant, chief accountant, credit manager, as- 
sistant controller, and controller. Now 
employed as a senior public accountant 
with a national firm. He is ready to con- 
sider a new connection. Replies will be 
treated in confidence. Address No. 270, 


“The Controller.” 
— 





PHOTO COPIES 


Protect Valuable Documents 


Controllers know the importance of protect- 
ing valuable documents against loss or fire. 
Why risk loss of originals when photo copies 
will serve same purpose and permit originals 
to be filed in vault? Factories, banks, insur- 
ance companies and other businesses find it 
economical and efficient to install a Rectigraph 
for copying records of all kinds. 

The Rectigraph illustrated above is a ma- 
chine for making photographic reproductions 
of documents, photographs, maps, drawings, 
handwritten or printed, at actual, reduced or 
enlarged sizes. These are known as Photo 
Copies. They may be negatives (white figures 
on black background) or positive (black figures 
on white background) as required. Prints as 
large as 18 x 24 inches or as small as a postage 
stamp can be made. Photo copies are accepted 
as legal evidence and have proven their worth 
in many law suits. 

Without obligation may we present data to 
show the application of the photo copy process 
to your special business? Write today: 


Rectigraph Division of 


THE HALOID COMPANY 


701 Haloid St., Rochester, N. Y. 
Branch Offices in Principal Cities 





LONG DISTANCE 
your STAR 


This Controller is working on a report 
that is almost ready to go to the Chair- 
man of the Board. BUT some facts are 
missing... and he’s up against a deadline. 

WHAT DOES HE DO? 

Why, he sends out his star reporters: 
rapid, clear Long Distance calls. 

Long Distance gets the information he 
needs: the autumn sales-prediction for 


New England . . . the latest insurance 


calls are | 
REPORTERS 


inventory at the Seattle plant... the 
estimate on the new machinery for Phila- 
delphia . . . the tax valuation just assessed 
on the Dallas warehouse . . . the final con- 
tract figure for the Chicago truck fleet. 

He knows, too, that Long Distance ser- 
vice isn’t just for emergencies . . . that it’s 
the economical routine procedure, as well 
. . . particularly at the present 


low rates. 

















The 


Early 
Statement 


Gets the cash! 


he Underwood 

Elliott Fisher Ac- 

counting Machines 

speed your statements 

into the mail-bags 

right on time for prompt first-of- 
the-month delivery. Give your ac- 
counts first chance at debtors’ check 
books. The early statement usually 
gets the cash! 

Early statements are a by-product 
of Underwood Elliott Fisher ma- 
chine accounting. In many organi- 
zations statements are built up day 
by day by the same key strokes that 
post sales records, customers’ ledg- 
ers, control sheets and any special 


Underwood Elliott Fisher makes three com- 
plete lines of accounting machines with a 
wide variety of models in each. Prices are as 
low as $700. Every machine is backed by na- 
tion-wide, company-owned service facilities. 





forms that may be 

required. Under- 

wood Elliott 

Fisher Account- 

ing Machines al- 

low each key stroke of the oper- 
ator’s fingers to do multiple duty. 
No matter what your accounting 
problem may be let Underwood 
Elliott Fisher work out its solution 
with your Own accounting organi- 
zation. Underwood Elliott Fisher 


machines will do a complete ac- 
counting job... maintain your 
books in daily balance, keep up-to- 
the-minute figure facts constantly 
on tap and produce all the payroll 
records required by the Federal 
Social Security Act in one opera- 
tion—in general give you a better, 
more economical accounting job. 
Telephone our nearest Branch or 
write for full particulars today. 


Accounting Machine Division, UNDERWOOD ELLIOTT FISHER COMPANY 
Accounting Machines... Typewriters... Adding Machines... Carbon Paper, Ribbons and 
other Supplies * One Park Avenue, New York, N. Y. © Sales and Service Everywhere 


UNDERWOOD ELLIOTT FISHER SPEEDS THE WORLD’S BUSINESS 


_..Underwood 


ELLIOTT FISHER 
COMPANY 


ELLIOTT FISHER ACCOUNTING MACHINES 


Elliott Fisher model with the exclusive flat writing sur- 


face in general use in hundreds of industries 





THIS MAN HAS 
TIME TO MAKE 
SOUND DECISIONS 


Modern executives, careful to avoid snap-judgment 
decisions, know that questions involving important 
policies require time for careful study of all the 
facts involved. “I'll get the figures and think it 


INTER NATIONAL over, says the wise manager . . . International 


Business > Machin Business Machines furnish dependable and inclu- 
sive information. And, they supply this information 


CORPORATION in time to permit careful consideration, which 


results in sounder and more successful decisions. 


World Headquarters Building: 590 MADISON AVE., NEW YORK, N.Y. Branch Offices in Principal Cities of the World 








